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Interstate Commerce Commission
Washington, D.C. 20025

Gentlemen:

T @rAJﬁPﬂWrEQf/
Enclosed for recordation under the provisions of Section 20(c)
of the Interstate Commerce Commission Act, as amended, are

three signed copies of a Security Agreement - Trust Deed dated

as of June 1, 1977 from No.' 4 Rail Car Leasing Company to
Cont1nental Illinois National Bank and Trust Company of Chicago.

Said Security Agreement - Trust Deed relates to the follow1ng
Mdescrlbed rallroad rolling stock:

220 4,000 cubic foot, 100 ton capacity unit
. train gondola cars bearlng railroad identifi-

. cation rniumbers NORX 701 - NORX 920, both
1nclus1ve '

On July 18, 1977 an Equipment Lease concerning the same rolling
stock was recorded with you and assigned recordatlon number
- 8889.

The names and‘addreSSeS‘of.the'parties are as follows:

' Debtor: -4 Rail Car Leasing Company
Co ,P 0 Box 218

Chicago Heights, Illinois - 60411

Secured Continental Illinois National Bank
Party: and Trust Company of Chicago

231 South LaSalle Street

Chicago, Illinois 60693

The undersigned is. the assistant secretary of No. 4 Rail Car
Leasing Company, an Illinois corporatlon the debtor, lessor
and owner of the above named equipment and has knowledge of

4 the matters set forth herein.

Please return to the bearer of this letter two fully stamped

- copies of subJect document

Sincerely,
A . NO. 4 RAIL CAR LEASING COMPANY,
o P an Illinois corporation

, \,{_9;/\ L N
— Cﬁ%ﬁ S JOHN M. HARTIGAN V4
ot L2 331stant Secretary
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SECURITY AGREEMENT-TRUST DEED

Dated as of June 1, 1977
FROM

NO. 4 RAIL CAR LEASING COMPANY

Debtor

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as Trustee

Secured Party

Relating to

$5,000,000 8-1/2% Secured Notes
" Due 1977-1992




TABLE OF CONTENTS

Section Heading ‘ Page
PARTIES T 1
RECITALS T 1
1. THE NOTES; REGISTRATION; TRANSFERS, ETC. .vvevu., 3

1.01. The Notes-................................ 3
1.02, Application of Payments ......veeveevees... 3
1.03. Registration, Transfer and Exchange of
: NOteS D T S S U, L N R R 3
1.04, Payment of the Notes G r e et et e e e enar e l
1.05, Persons Deemed Owners t e e ettt 5
1,06, Charges OPF EXChanges ..u.eveeveenevnsnn,n. 5
1,07. Execution, Authentication and Delivery of
. Notes L 2N N I B N B BRI I ) .q"'l'l!."""!""l" 5
1.08. Mutilated, Lost, Stolen and Destroyed
oL v irt it ettt ettt it r et ey 6
1.09, Cancellation tuivivevseoveeennsnernneneesss T
2, COVENANTS AND WARRANTIES OF THE DEBTOR .veeyyosen. 7
2.01. Debtor's Dutles ..iv.vreerenenn.. vhe e m e 7
2,02, Warranty of T101le vuuveunnrvnnronneennnenn 7
2,03, Further Assurances ....... ettty 7
2,04, After-Acquired Property ettt e e 8
2,05, Recordation and Filing ....vviwevvnnennnees 8
2,06, Modifications of the Lease ...eveeeenes.n, 8
2,07. Power of Attorney in Respect of Lease e 9
2,08, Payment of Indebtedness ...evevesenssnens. 9
2,09, Maintenance of Corporate Existence N 9
2.10. Restrictions on Mergers, Consolidations
and Sales of AssetsS ...iviunrvnnenreernnns 9
3. POSSESSION, USE AND RELEASE OF PROPERTY .v.0eo.., 10
3.01. Possession of Collateral ......, Cr e e 10
3.02, Release of Equipment -- Payment of
Casualty Value by Lessee .,... et e 10
3.03. Release of Equipment ~- Consent of
Noteholders ............ te v ettt ree 10

3.04, Protection of PUPrChASEr .uueeeevnonersrens 10



Section Heading : Page

. APPLICATION OF CERTAIN MONIES RECEIVED BY THE
SECURITY TRUSTEE; PREPAYMENTS Gt e et et s 11
4101. Prepayments ...yttt ety 11
4,02. Application of MONeyYsS viviviioe i inrnnenonns 11
4,03, (a) Daily Interim Rentals ey 11
(D) Fixed Rentals ,uuuveevrneensnenrnneess 11
() Casualty Valu€ .uuvuesensoeesnennsnss 11
(d) Insurance Proceeds ....veeeoesvenen.. 12
4,03, Notice of Prepayment; Partial Prepayment
Terminatlon of Interest te ettt dy 13
4,04, Amortization Schedules S, 14
4,05, Default ettt e et ettt e, 14
5, EVENTS OF DEFAULT ........ P et e e et ety 14
5.01. Nature of EVENtS tvuuerenerennncrnnssnnnss 14
5.02, Security Trustee's Rights vivvevnrvninnes 15
5,03, Acceleratlon ClauSe +.usseeeessoseeennsens 17

5 . Ou . Waiver by Debtor LA N L 2 2 O I R I I I I S T N N AT T R T Y 18
5.05. Effect of Sale A e I I A ] 18
5.06. Application of Sale Proceeds ,...v..ye.... 19

5.07. Discontinuance of Remedies ..,...oceevnnn. 19
5.08., Cumulative Remedies ...veveeeerenenrnnen,. 19
6, THE SECURITY TRUSTEE +tvvvveeenennncnonereerennns 20

6,01, Certailn Duties and Responsibilities of

Security Trustee .....vevenseee.. . Vo 20
6.02. Rights to Compensation and Indemnifica—

tion; Lien Therefor ...... Ser s e 21
6,03, Certain Rights of Security Trustee Cevees 22
6,04, Showings Deemed Necessary by Security

PruUSEee i i it ittt i ittt ittt ee e ey 24
6.05. Monies Held and Pald by Security Trustee,

Investments ,...... et e e Ch ey 24
6.06, Resignation of Security Trustee Cever ey 25
6.07. Removal of Securlty TrusStee .....ueveees.so. 25
6.08, Successor Security Trustee .....eeeeeee... 25
6.09. Appointment of Successor Security Trustee - 25

6,10, - Merger of Consolidation of Security Trustee 26
6.11. Conveyance Upon Request of Successor

Security Trustee ..... et 26
6.12, Acceptance of AppOintment by Successor e 26
6.13. CO~TrUSEEES truvrrerennnnseennnns Peera s e 27

ii



~

Section

7.01,
7.02,

7.03,

» Heading
7.  SUPPLEMENTAL INDENTURES; WAIVERS +vvevvvnvernses

Supplemental Indentures Without Note-

holders' Consent .........
Walvers and Consents by Not

LI I I B B 1

eholders;

Supplemental Indentures with Noteholders'

Consent ......

0.'.....'.'."'.'.'..'

Notice of Supplemental Indentures

8.  INTERPRETATION OF THIS AGREEMENT ......

8.01,
’ 8|O2l
8,03,
8.04,

9.  MISCELLANEOUS

9.01,
9.02,
9.03.
9.04,
9.05,
9,06,
9.07.

Terms Defined .

Governing Law .

Successors and Assigns
Partial Invalidity ..........

Communications
Release +,.4044,

Effective Date

t e 0 e a0

L2 2L A I

T g e

Counterparts .,...
Headings and Table of Contents

LICRE I
i

AN AL I B AN ]

? s

Accounting Principles ..;......
Directly or Indirectl

LN A I I B Y B I

yoovcoool"!voqctlo

Q"""""'IO'..I...'

® * & a9 0 yop

SCHEDULE, A - Description of Equipment
- Form of 8-1/2% Secu

- EXHIBIT 1
EXHIBIT 2

-~ Form of Lease

iii

red Note

.'9""'.!'"Ir:'"Q.’.'."."'..D"'

LR AN B LN B I N BN B N R Y A )
L LN B IR BN B BN A )
l""""ll".’..‘.'!ﬁ
C."O"'."'P"""
L | Q"Q"‘" L I B B I I

LRI B A A

L L I A A ]

27

28
28

29
29
32
32
32
32

32

32
. 32
33
33

33

34



-

SECURITY AGREEMENT-TRUST DEED ("Security Agreement")
dated as of June 1, 1977 from NO. 4 RAIL CAR LEASING
COMPANY, an Illinois corporation, having a Post Office address
at P. 0. Box 218, Chicago Heights, Illinois 60411 (the "Debtor"),
to CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF
CHICAGO, a national banking assoclation, having a Post Office
address at 231 South LaSalle Street, Chicago, Illinoils 60693,
as Trustee (the "Security Trustee").

RECITALS:

A. The defined terms used in thils Security Agreement
shall have the respective meanings indicated 1n Section 8,01
unless elsewhere defined or the context shall otherwise require.

B. The Debtor and the Lender have entered into a Loan
Agreement dated as of June 1, 1977 (the "Loan Agreement") pro-
viding for the commitment of the Lender to make loans to the Debtor
on or prior to July 29, 1977 (not exceeding $5,000,000 in aggre-~
gate principal amount) to be evidenced by the 8- 1/27 Secured Notes.
(the "Notes") of the Debtor described in Section 1 hereof.

C. All of the requlrements of law have been fully
complied with and all other acts and things necessary to make

~this Security Agreement a valid, binding and legal instrument
-for the securlty of the Notes have been done and performed.

NOW, THEREFORE, the Debtor in consideration of the pre-
mises and of the sum of Ten Dollars received by the Debtor from
the Security Trustee and other good and valuable consideration,
recelpt whereof 1s hereby acknowledged, and in order to secure
the payment of the principal of and interest on the Notes accord-
ing to thelr tenor and effect, and to secure the payment of all
other Indebtedness Hereby Secured and the performance and ob-
servance of all covenants and conditions 1n the Notes and in this
Securlty Agreement and in the Loan Agreement contained, does hereby
convey, warrant, mortgage, asslgn, pledge and grant to the Security
Trustee, its successors in trust and assigns, a security interest in,
all and singular of the Debtor's right, title and interest in, all and
singular, the followlng descrilbed properties, rights, Interests and
privileges (hereinafter collectively referred to as the "Colatteral'):

DIVISION I

The Items of Equlpment described in Schedule A attached
hereto and made a part hereof, together with all accessoriles,
equlipment, parts and appurtenances whether now. owned or hereafter
acquired, and all substitutions, renewals or replacements of and
additions, Improvements, accessions and accumulations to any and
all of said Items of Equipment, together with all the rents, 1ssues,
Income, profits and avails therefrom.



DIVISION II

All right, title, interest, claims and demands of the
Debtor, as lessor or otherwise, in, under and to the Lease and
all Rentals due and to become due thereunder, including any and
all extensions or renewals thereof insofar as the same cover or
relate to the Equipment; 1t being the intent and purpose hereof
that the assignment and transfer to the Securlty Trustee of sald
Rentals due and to become due under the Lease shall be effective
and operative immediately and shall continue in full force and
effect and the Security Trustee shall have the right to collect
and recelve sald Rentals for application in accordance with the
provisions of Section 4 hereof at all times during the perilod from
and after the date of thils Security Agreement until the Indebted-~
ness Hereby Secured has been fully paid and discharged.

- DIVISION IIT

All property of any kind that may hereafter be conveyed
by the Debtor, or by anyone on its behalf and with its consent,
to the Securlty Trustee as Trustee hereunder, the Security
Trustee being hereby authorized to receive any property so con-
veyed and to hold it as additional security hereunder, subject
to all provislons hereof not inconsistent with the terms of-
such conveyance. ' .

The Security Trustee, 1ts successors in trust and assigns
shall have and hold the Collateral forever; IN TRUST NEVERTHELESS,
upon the terms and trusts herein set forth, for the equal and pro-
portlonate benefit, security and protection of all present and
future holders of the Notes outstanding under the Loan Agreement
from and after the 1ssuance of the Notes, without preference,
prlority or distinction of any Note over any other Note by reason
of priority at the time of 1ssue, sale, negotlation, date of
maturity thereof or otherwlse or any cause whatsoever; provided,
always, however, that such security interest 1s granted upon the
express condition that 1f the Debtor shall pay or cause to be pald
all the Indebtedness Hereby Secured and shall observe, keep and
perform all the terms and conditions, covenants and agreements
hereln and In the Loan Agreements and the Notes contained, then
these presents and the estate hereby granted and conveyed shall
cease and thls Security Agreement shall become null and void;
otherwise to remain in full force and effect.
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SECTION 1. THE NOTES; REGISTRATION; TRANSFERS, ETC.

Section 1.01. The Notes.

The Notes shall be limited to $5,000,000 in aggregate
principal amount, shall be dated the date of issue, shall bear
interest at the rate of 8-1/2% per annum prior to maturity (computed
on the basis of a 360-day year of twelve 30-day months), shall be
expressed to mature 1n 179 equal consecutive 1nstallments of
principal and interest on August 25, 1977 and on the same day of
each and every month thereafter to and including June 25, 1992 with

a final installment on July 25, 1992, if not sooner paid, in an amount

equal to the entire balance of principal and interest remaining
unpald as of sald date (each such payment date being hereinafter
referred to as a "Payment Date"), and shall be otherwise substan-~
tially in the form attached hereto as Exhibit 1.

Section 1.02. Application of Payments.

' All monthly installment payments required to be made on
the Notes shall be first applied to the payment of interest on the
principal amount from time to time outstanding on the Notes and the
remainder to the reduction of the principal bhalance thereof, Any
prepayment of principal on the Notes shall be applied to the re-
duction of principal then remaining unpaid, but any such additional
payment shall not relleve or dlscharge the Company from liability
for makling the payment on the next succeeding Payment Date or Pay-
ment Dates thereafter as herein provided, nor reduce the amount of
such installment except as hereinafter provided in Sectlon 4,02(c)
hereof, '

Section 1.03. Registration, Transfer and Exchange of Notes.

(a) The Debtor shall cause to be kept at the corporate
trust offlce of the Security Trustee a register for the registra-
tion and registration of the transfer of the Notes (the "Register")
and, upon presentation at such office for such purpose, the Debtor
will, under such reasonable regulations.as it may prescribe, cause
to be registered or transferred thereon Notes as hereln provided.
The Debtor hereby appoints the Security Trustee its Note Registrar
to register Notes and to reglster the transfer of Notes as herein
provided.

(b) Whenever any Note shall be surrendered for transfer
at the corporate trust office of the Security Trustee, together
with a written instrument of transfer, in form approved by the
Security Trustee, duly executed by the registered owner, or by
his attorney authorized in writing, the Debtor shall execute, and
the Security Trustee shall authenticate and deliver in exchange
therefor, a new Note or Notes of the same maturity for the same
aggregate unpaid principal amount. All Notes so surrendered shall
be promptly cancelled by the Securlty Trustee.

-3~
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(¢) The holder of any Note outstanding hereunder may
surrender the same to be exchanged for Notes of different denomi-
nations. Upon cancellation of the surrendered Note, the Debtor
shall execute and the Securlty Trustee shall reglster, authenticate
and deliver in exchange therefor a like aggregate original princi-
pal amount of Notes of the same maturlty date in the denomination
of Fifty Thousand Dollars ($50,000) each or any multiple thereof
except that any principal amount of such surrendered Note 1n excess
of a multiple of Fifty Thousand Dollars ($50,000) shall be evidenced
by a Note 1n principal amount equal to such excess, provided, how-
ever, any Notes so dellvered in exchange may be in any denominations
approved by the Debtor.

Section 1.04. Payment of the Notes.

(a) The principal of, premium, if any, and interest on
the Notes shall be payable at the principal corporate trust offlce
of the Security Trustee, in lawful money of the United States of
America. Payment of principal and interest on the Notes shall be
made only upon presentation of such Notes to the Security Trustee
for notation thereon of the amount of such payment.

(n) Notwithstanding the foregoing provisions of para-
graph (a) of this Section 1.04, if any Note 1s registered in the
name of the Lender or a nominee thereof, or registered in the name
of any subsequent holder named in a written notice from the Debtor
to the Security Trustee and stating that the provisions of this

. paragraph shall apply, the Security Trustee shall make payment of

interest on such Notes and shall make payments or prepayments
(except in the case of a payment or prepayment which will discharge
all indebtedness of the Debtor evidenced by such Note) of the
principal thereof, and any premium, by check, duly malled, by
first-class mall, postage prepaid, or delivered to such holder at ,
1ts address appearing on the register referred to in Section 1.03(a)
hereof and such holder (or the person for whom such holder 18 a
nominee) will, before selling, transferring or otherwise disposing
of such Note, present such Note to the Security Trustee for trans-
fer as provided in Section 1.03 hereof. All payments so made shall
be valid and effectual to satisfy and discharge the 1liability upon
such Note to the extent of the sums so pald. The Security Trustee
18 authorized to act in accordance with the foregoing provisions
and shall not be liable or responsible to any such holder or to the
Debtor or to any other Person for any act or omission on the part
of the Debtor or such holder in connection therewlth,

(c) So long as any Note is registered in the name of
the Lender or a nominee thereof, the Security Trustee will, upon
wrltten notice from the Lender or its nominee given not less than
20 days prior to the payment or prepayment of the Notes, cause all
subsequent payments and prepayments of the principal of, and interest
and premium, 1f any, on the Notes registered in the name of such

.



Lender or its nominee to be made to any bank in the continental
United States as shall be specified in such notice by wire trans-
fer to such bank 1n immediately available Federal Reserve funds on
each such date such payment or prepayment is due; provided, however,
that the Security Trustee will (unless and until the Securilty
Trustee has recelved other lnstructlions from the Lender by notlce
given 1n accordance with this Section) without the notice required
by this paragraph (c¢) make all such payments or prepayments of the
principal of, and Interest and premium, if any, on the Notes regils-
tered in the name of the Lender or a nominee thereof by wire trans-
fer In the manner aforesaid to the bank account designated for the
Lender on page 1 of the Loan Agreement, marked for attention as
indicated.

v Section 1.02. Persons Deemed Owners,

The Debtor and the Security Trustee may treat the Person in
whose name any Note shall be reigstered upon the books of the Security
Trustee as the absolute owner of such Note for the purpose of
recelving payment of or on account of the principal of and interest
on such Note and for all other purposes, whether or not such Note
shall be overdue; and all such payments so made to any such regilstered
owner oOr upon his order shall be valid and effectual to satisfy
and discharge the 1liability upon such Note to the extent of the
sum or sums so pald, and neither the Debtor nor the Securlty Trustee
shall be affected by any notlce to the contrary,

Section 1.06. Charges or Exchanges.

Any exchange or transfer of Notes shall be made at the
Debtor's own expense,

Seetion 1.07, Executlon, Authentication and Delivery of Notes.

(a) The Notes shall be executed on behalf of the Debtor
by its President or a Vice President, under 1ts corporate seal
attested by its Secretary or an Assistant Secretary, or by such
other form of execution as may be prescribed by a resolutlon of
its Board of Directors.

(b) The Notes when executed shall be delivered to
the Securlty Trustee for authentication; and the Security Trustee
shall authenticate and deliver said Notes as 1n this Securlty
Agreement provided and not otherwise. Only such Notes as shall
bear thereon a certificate of authentication substantilally in
the form and text set forth in Exhibit 1 attached hereto, exe-
cuted by the Security Trustee, shall be secured by thls Security
Agreement or be entitled to any lien, right or benefit here-
under; and such authentication by the Security Trustee upon
any Note shall be conclusive evidence that such Note has been
duly authenticated and delivered hereunder.

-5-



Jection 1.08, Mutilated, Lost, Stolen and Destroyed Notes.

(a) A mutilated Note may be surrendered to the Debtor
or the Security Trustee and thereupon the Debtor shall execute
and the Security Trustee shall register, authenticate and deliver
in exchange therefor a new Note of like tenor and principal amount.
The Security Trustee shall cancel the mutillated Note. ’

(b) If there be delivered to the Debtor and to the
Security Trustee such security or indemnity as may be required to
save each of them harmless, then in the absence of notice to the
Debtor or the Security Trustee that such Note has been acquired
by a bona fide purchaser, the Debtor shall execute and upon 1ts
request, the Securlty Trustee shall register, authenticate and
deliver in lieu of any.such destroyed, lost or stolen Note, a new
Note of like tenor and principal amount. If the holder of any
such lost, stolen or destroyed Note is an institutional investor,
then such holder's own agreement of indemnity shall be deemed to
be satisfactory. :

(¢) If any such mutlilated, lost, stolen or destroyed
Note shall have matured or will mature not more than 10 days
thereafter, instead of issuing a substitute Note, the Debtor, with
the consent of the Security Trustee, may pay the same. Any new
Note 1ssued under this Section in lieu of any Note alleged to have
been lost, stolen or destroyed shall constitute an additional
orlglnal contractual obligation of the Debtor whether or not the
- Note alleged to have been lost, stolen or destroyed shall be at
any time enforceable by anyone; and such new Note shall be entitled
to the lien, security and beneflts of this Security Agreement
equally and ratably with all other Notes hereby secured. The
Debtor and the Security Trustee, in thelr discretion, may place
upon any such new Note a legend, but such legend shall in nowise
affect the validity of such new Note. The Debtor may at 1ts option
requlre the payment of a sum sufficlent to reimburse it for any
stamp tax or other governmental charge in connection with the
1ssuance of any such new Note.

(d) Any Note in lieu of which another Note has been
authenticated and delivered as permitted in Section 1.08(b) shall
not be treated as an indebtedness for any purpose hereunder and
the Debtor shall not be required to pay or provide for payment of
same unless prilor to satisfaction and discharge of this Security
Agreement, such Note has been presented to the Security Trustee
with a clalm of ownership and enforceabllity by the person
possessing such Note and the enforceability of such Note, if
contested by the Debtor, has been determined in favor of such _
person by a court of competent Jurisdiction.



Section 1,09, Cancellation.

All Notes when fully paid as to principal and interest
shall be surrendered to the Securlty Trustee and promptly cancelled,
and a certificate of such cancellatlon shall be delivered to the
Debtor, No Notes shall be authenticated in lieu of cancelled Notes
or 1n exchange therefor except as pernitted by this Security Agree-
ment.

SECTION 2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as follows;

Section 2.01., Debtor's Dutiles,

The Debtor covenants and agrees well and truly to perform,
ablde by and to be governed and restricted by each and all of the
terms, provisilons, restrictions, covenants and agreements set forth
in the Loan Agreement, and in each and every supplement thereto
or amendment thereof which may at any time or from time to time be
executed and delivered by the parties thereto or thelr successors
and assigns, to the same extent as though each and all of said
terms, provisions, restrictions, covenants and agreements were
fully set out herein and as though any amendment or supplement to
the Loan Agreement were fully set out in an amendment or supple-
ment to this Security Agreement.

Section 2,02. Warranty of Title.

The Debtor owns and is possessed of the Equlipment free
of all Liens other than Permitted Encumbrances, and owns and is
possessed of the Collateral other than the Equipment free of all
Liens, and has full power and lawful authority to grant a security
interest in, assign, transfer, deliver and pledge the Collateral.
As long as any Notes are outstanding hereunder, the Debtor will
not subject the Collateral to any Lien, The Debtor hereby does
and will forever warrant and defend the title to the Collateral
against the claims and demands of all persons whomsoever,

Section 2,03. Further Assurances.

The Debtor will, at its own expense, do, execute, acknow-
ledge and deliver all and every further acts, deeds, conveyances,
transfers and assurances necessary or proper for the perfection of
the security interest being herein provided for in the Collateral,
whether now owned or hereafter acquired. Without limiting the fore-
golng but in furtherance of the security interest herein granted
in the Rentals under the Lease, the Debtor covenants and agrees
that 1t will notify the Lessee of this Security Agreement as pro-
vided 1in Section 16 of the Lease and will direct the Lessee to make



all payments of Rentals under the Lease. directly to the Securilty
Trustee or as the Security Trustee may direct,

Section 2.04, After-acquired Property.

Any and all property described or referred to in the
granting clauses hereof which i1s hereafter acquired shall ipso
facto, and without any further conveyance, assignment or act on
the part of the Debtor or the Security Trustee, become and be
subject to the security interest herein granted as fully and
completely as though specifically described herein, but nothing
in this Section 2.04 contalned shall be deemed to modify or change
the obligatlon of the Debtor under Section 2,03 hereof.

Section 2.05, Recordation and Filing.

The Debtor will cause thils Security Agreement and all
supplements hereto, the Lease and all supplements thereto, and
all financing and continuation statements and similar notices
required by applicable law, at all times to be kept, recorded and
flled at its own expense in such manner and in such places as may
be required by law in order fully to preserve and protect the
rights of the Security Trustee hereunder, and will at its own
expense furnish to the Security Trustee, promptly after the execu-
tion and delivery of this Security Agreement and of each supple-
mental Security Agreement, an opinion of counsel stating that in
the opinion of such counsel this Securlty Agreement or such sup-
plement, as the case may be, has been properly recorded or filed
for record so as to make effective of record the security interest
intended to be created hereby.

Section 2.06. Modifications of the Lease,

The Debtor will not:

(a) declare a default or exercise the remedies of the
Lessor under, or terminate, modify or accept a surrender of, or
offer or agree to any termination, modification or surrender of,
the Lease or by affirmative act consent to the creation or exist-
ence of any Lien upon the leasehold estate created by the Lease
or any part thereof (other than Permitted Encumbrances); or

(b) receive or collect or permit the receipt or collec-
tlon of any payment of Rental under the Lease prior to the date the
same shall be due and payable pursuant to the provisions of the
IL.ease or assign, transfer or hypothecate (other than to the Security
Trustee hereunder) any payment of Rental then due or to accrue in
the future under the Lease in respect of the Equipment; or



(e) sell, mortgage, transfer, assign or hypothecate
(other than to the Security Trustee hereunder) its interest in
the Equipment or any part thereof or in any amount to be receilved
by 1t from the use or disposition of the Equipment.

Section 2.07, Power of Attorney in Respect of the Lease,

The Debtor does hereby irrevocably constitute and appoint
the Security Trustee, 1ts true and lawful attorney with full power
of substitution, for it and in its name, place and stead, to ask,
demand, collect, recelve, receipt for, sue for, compound and give
acquittance for any and all Rental and other sums which are assigned
under the granting clauses hereof with full power to settle, adjust
or compromlse any clalm thereunder as fully as the Debtor could it-
self do, and to endorse the name of the Debtor on all commerclal
paper given in payment or in part payment thereof, and in its dis-
cretion to flle any claim or take any other actlon or proceedings,
elther in its own name or in the name of the Debtor or otherwise,
which the Security Trustee may deem necessary or approprilate to
protect and preserve the right, title and interest of the Security
Trustee in and to such Rental and other sums and the security in-
tended to be afforded hereby,

Section 2,08, Payment of Indebtedness.

The Debtor will promptly pay the Indebtedness Hereby Se-
cured as and when the same or any part thereof becomes due (whether
by lapse of time, declaration, demand or otherwise).

Sectlon 2,09, Mailntenance of Corporate Existence,

The Debtor will preserve and keep in full force and effect
1ts corporate existence, rights and franchises and all licenses and
permits necessary to the performance of its obligations hereunder,
except as otherwise provided in Section 2.10.

Sectlon 2.10. Restrictions on Mergers, Consolidations and Sales
B of Assets, ’

The Debtor will not sell, lease, transfer or otherwise
dispose of all or a substantial portion of its corporate property
or assets to any person, firm or corporation or consolidate with
or merge into any other corporation or permit another corporation
to merge into it unless (1) the successor formed by or resulting
from such consolidation or merger or to which such sale, lease or
other disposition shall have been made shall be a solvent corpora-
tion organized under the laws of the United States of America or
a State thereof or the District of Columbila; (ii) such successor
corporation (i1f other than the Debtor) shall assume all of the



Debtor's obligations under this Security Agreement, the Notes, the
Loan Agreement and the Lease; and (1ii) Immediately after such
merger, sale, lease or other disposition, such successor corpora-
tion shall not be in default in the performance or observance of any
of the covenants, agreements or conditions contained 1in the Loan
Agreement, this Security Agreement or the Lease.

SECTION 3. POSSESSION, USE AND RELEASE OF PROPERTY.

Section 3.01. Possession of Collateral.

If and so long as no Default or Event of Default has
occurred and 1s continuing, the Debtor shall be suffered and per-~
mltted to remain in full possession, enjoyment and control of the
Equipment and to manage, operate and use the same and each part
thereof with the rights and franchises appertaining thereto, pro-
vided, always that the possession, enjoyment, control and use of the
Equipment shall at all times be subject to the observance and per-
formance of the terms of this Security Agreement. It is expressly
understood that the use and possession of an Item of Equipment by
the Lessee under and subject to the Lease shall not constitute a
violation of this Section 3,01.

Section 3,02, Release of Equipment -- Payment of Casualty Value
by Lessee,

So long as no Event of Default under the Lease has oc~—
curred and 1s continuing to the knowledge of the Security Trustee,
the Securilty Trustee shall execute a release in respect of any Item
of Equipment when designated by the Lessee for a cash settlement
pursuant to Sectlon 11 of the Lease upon recelpt of: (i) written
notice from the Lessee pursuant to Section 11.2 of the Lease, and
(11) settlement by the Lessee for the Equipment in compliance with
Section 11.3 of the Lease.

Section 3.03., Release of Equipment -- Consent of Noteholders,

In addition to the sale, exchange or release pursuant to
the foregoing Section 3.02, the Debtor may sell or otherwise dispose
of any Item of Equipment then subject to the lien of this Security
Agreement, and the Security Trustee shall release the same from the
lien hereof to the extent and on the terms and upon compliance with
the conditions provided for in any written consent given thereto at
any time or from time to time by the Noteholders.

Section 3,.04. Protection of Purchaser,

No purchaser in good faith of property purporting to be
released hereunder shall be bound to ascertain the authority of
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the Security Trustee to execute the release, or to inquire as to
any facts required by the provisions hereof for the exercise of
such authority; nor shall any purchaser, in good faith, of any item
or unit of the mortgaged property be under obligation to ascertain
or 1inquire Into the conditions upon which any such sale 1s hereby
authorized.

SECTION 4. APPLICATION OF CERTAIN MONEYS RECEIVED BY THE SECURITY
- TRUSTEE; PREPAYMENTS. !

Section 4,01, Prepayments.

Except to the extent provided for in this Section 4, the
Notes shall not be subject to prepayment or redemption in whole or
in part at the option of the Debtor prior to the expressed maturity
dates thereof, i

Section 4,02. Application of Moneys.

As more fully set forth in the granting clauses hereof,
the Debtor has hereby granted to the Security Trustee a security
iInterest in Rentals due and to become due under the Lease in re-
spect of the Equipment.as security for the Notes. So long as no
Default or Event of Default has occurred and is continulng to the
knowledge of the Security Trustee:

(a) Dally Interim Rentals. The amount received by the
-Security Trustee, if any, which constitutes payment of Daily Interim
Rentals (as defined in the Lease) under the Lease shall be praid to
or upon the order of the Debtor on the date on which such Daily
Interim Rentals are received by the Security Trustee.

(b) Fixed Rentals. The amounts from time to time received
by the Security Trustee which constitute payment of the installments
of Fixed Rental under the Lease shall be applied first, to the pay-
ment of the installment or installments of principal and interest
on the Notes which have matured or willl mature on or before the due
date of the installments of Fixed Rental which are received by the
Security Trustee and second, the balance, i1f any, of such amounts
shall be paid to or upon the order of the Debtor on such due date.

(¢) Casualty Value. The amounts from time to time re-
celved by the Security Trustee which constitute payment by the Lessee
of the "Casualty Value" for any Item of Equipment (as defined in
Sectlon 11,6 of the Lease) pursuant to Section 11.3 of the Lease and
interest due on any late payment of rent with respect to such Item
of Equlpment pursuant to clause (iil) of Section 11.3 of the Lease
shall be paid and applied on the Notes on the next succeeding Pay-
ment Date not less than 10 days after the notice required by Section
4.03 hereof has been given by the Security Trustee as follows:
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(1) An amount equal to the aggregate Loan Value
of the Item or Items of Equipment in respect of which
such Casualty Value payments were received shall be
applied to the prepayment of the principal remaining
unpaid on the Notes and any excess amount shall be
applied to the payment of accrued and unpaid interest,
if any, on the portion of the principal amount of the
Notes so prepaid; and

(11) Each of the remaining installments of the
Notes shall be reduced in the proportion that the
principal amount of the prepayment bears to the unpaid
principal amount of the Notes immediately prior to the
prepayment,

Any amounts in excess of the amounts applied to the payment of
brincipal and interest on the Notes pursuant to clause (1) hereof
shall be pald to or upon the order of the Debtor.

The "Loan Value" of an Item of Equipment as of any date
shall be the amount which bears the same relationship to the unpaid
prinecipal amount of the Notes as of such date as the Original Loan
Value of such Item of Equipment bears to the original aggregate
principal amount of the Notes. The "Original Loan Value" of an
Item of Equipment shall be the amount determined by dividing the
original aggregate principal amount of the Notes by the total number
of Items of Equipment described on Schedule A hereto.

(d) 1Insurance Proceeds. The amounts received by the
Security Trustee from time to time which constitute proceeds of
insurance malntained by the Lessee in respect of the Equipment
shall be held by the Security Trustee as a part of the Collateral
and shall be applied by the Security Trustee from time to time to
any one or more of the following purposes: ‘

(1) Repalr or Replacement. If no Event of Default

. under the Lease and no event, which with the lapse of time,
the giving of notice, or both, would constitute an Event
of Default under the Lease, shall have occurred and be
contlnuing to the knowledge of the Security Trustee, the
proceeds of such insurance shall, i1f the Items of Equip-
ment which were lost, damaged or destroyed are to be re-
palred, restored or replaced, be released.to the Debtor
to reimburse the Lessee for expenditures made for such
repalr, restoration or replacement of such Items of Equip-
ment upon receipt by the Security Trustee of: (1) a cer-
tificate of the Presldent, any Vice President or the
Treasurer of the Lessee showing in reasonable detaill the
purpose for which the expenditures were made and the
actual cash expenditures made for such purpose and stat-
ing that no Event of Default under the Lease and no event,
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which with the lapse of time, the giving of notice, or
both, would constitute an Event of Default under the
Lease has occurred and 1s continuing, and (ii) a supple-
ment hereto sufficlent, as shown by an opinion of
counsel (which may be counsel for the Debtor or the Les-
see) in form and content satisfactory to the Security
Trustee, to grant a security interest in any additions
to or substitutions for the Items of Equipment to the
Security Trustee, which opinion shall also cover the
f1ling and/or recording of such supplement so as to per-
fect the security interest in such additions or substi-
tutions, or in the alternative, an opinion that no such
supplement is required for such purpose; and

(2) Application of Notes., If the insurance pro-
ceeds shall not have been released to the Debtor pursu-
ant to the preceding paragraph (1) within six months
from the receipt thereof by the Security Trustee, then
so long as no Default or Event of Default shall have
occurred and be continuing to the knowledge of the Secu-
rity Trustee, the insurance proceeds shall be applied
by the Security Trustee on the first Payment Date
occurring not less than six months after receipt thereof
as follows:

(1) PFirst, to the prepayment of the Notes
without regard to any limitation as to the mini-
mum amount of prepayment, all in the manner pro=-
vided for by Section 4,02(c) hereof; and

(11) Second, the balance, if any, of such
insurance proceeds held by the Security Trustee
after making the application provided for by the
preceding subparagraph (i) shall be released to
or upon the order of the Debtor.

Section 4,03, Notice of Prepayment; Partial Prepayment; Termina-
’ tion of Interest. ' '

(a) In the case of any prepayment of the Notes, notice
therecf 1in writing to the holders of the Notes to be prepaid shall
be sent by the Security Trustee as agent and attorney-in-fact of
the Debtor by certified or registered mail, postage prepaid, to
the holder of each Note to be prepaid, at least 10 days prior to -
the date fixed for prepayment. Any notice so mailed shall be
conclusively presumed to have been given to such holder whether
or not such holder actually receives such notice, Such notice
shall specify the date fixed for prepayment, the provision hereof
under which such prepayment 1s being effected and that on the date
fixed for prepayment there will become due and payable upon each
Note or portion thereof so to be prepaid at the place where the
principal of the Notes to be prepaid is payable, the specified
amount of principal thereof, together with the accrued interest
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to such date, with such premium, if any, as is payable thereon and
after such date interest thereon shall cease to accrue.

(b) 1In the event of any partial prepayment of the Notes,
the aggregate principal amount of the Notes to be prepaid shall be
prorated by the Security Trustee among the holders thereof in pro-
portion to the unpaid principal amount of such Notes held by them
and the Security Trustee shall designate the portions of the Notes
of each such holder to be prepaid. o

(¢c) On or prior to the date fixed for any prepayment of
Notes the moneys required for such prepayment shall be deposited
with the Security Trustee by the Debtor. Interest on any Note
designated for prepayment or on any portion of the principal amount
of any Note designated for brepayment shall cease upon the date
fixed .for prepayment unless default shall be made in the payment
of the amount payable upon the prepayment thereof.

Section 4.04, Amortization Schedules,

Concurrently with the notice of any partial prepayment of
any Note, the Debtor shall deliver to the Security Trustee two copies
of an amortization schedule with respect to such Note setting forth
the amount of the installment payments to be made on such Note after
the date of such partial prepayment and the unpaid principal balance
of such Note after each such installment payment. The Securilty
Trustee shall deliver, or send by first class mail, postage prepaid,
one such copy of the applicable schedule to the holder of such Note
at its address set forth in the Register, '

Section 4.05, Default,

If an Event of Default has occurred and 1s continuing, all
amounts received by the Security Trustee pursuant to the granting
clauses hereof shall be applied in the manner provided for in Sec-
tion 5 in respect of proceeds and avails of the Collateral.

SECTION 5. EVENTS OF DEFAULT.

Section 5.01. Nature of Events.

An "Event of Default" shall exist if any of the following
occurs and 1s continuing:

(a) Default in payment of an installment of the principal
of, or interest on, any Note when and as the same shall become due
and payable, whether at the due date thereof or at the date fixed
for prepayment or by acceleration or otherwise and such default shall
continue for more than five days [provideqd, however, that the Debtor
shall be entitled to an additional five-day grace period with respect
to any two monthly installments of principal and interest on the
Notes which become due during any "lease year" (which shall mean for
the purposes hereof, the 12-month period commencing with the Term
Lease Commencement Date set forth in Schedule A to the Lease and
each of the succeeding 12-month periods thereafter during the term
of the Lease)]; or
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(b) An "Event of Default" as set forth in Section 14 of
the Lease; or

(¢) Default on the part of the Debtor in the due observ-
ance or performance of any covenant or agreement to be observed or
performed by the Debtor under this Security Agreement or the Loan
Agreement, and such default shall continue unremedied for 30 calen-
dar days after written notice thereof from the Securlty Trustee or
the holder of any Note to the Debtor; or

(d) Any representation or warranty! made herein or in the
Loan Agreement or in any report, certificate,; financial or other
statement furnished in connection with this Security Agreement or
the Loan Agreement, or the transactions conte'plated therein shall
prove to be false or misleading in any materi?l respect; or

(e) Any Lien (other than a Permitted Encumbrance) shall
be asserted against or levied or imposed upon;the Equipment which
1s prior to or on a parity with the security interest granted here-
under, and such Lien shall not be discharged or removed within 30
calendar days after written notice from the Security Trustee or the
holder of any Note to the Debtor and the Lessece demanding the dis-
charge or removal thereof; or _ %

(f) The Debtor becomes insolvent oF bankrupt or admits
in writing 1ts 1nabllity to pay its debts as they mature, or makes
an assignment for the benefit of creditors or:applies or consents
to the appointment of a trustee or receiver fdr the Debtor or for
the major part of 1ts property; or : '

(g) A trustee or receiver is appointed for the Debtor
or for the majJor part of its property and is not discharged within
60 days after such appointment; or :

(h) Bankruptcy, reorganization, arrangement, insolvency,
or liquidatlon proceedings, or other proceedirigs for relief under
any bankruptcy law or similar law for the relief of debtors, are
instituted by or against the Debtor and, if instituted against the
Debtor, are consented to or are not dismissed :within 60 days after
such 1nstitution. ‘

Section 5.02., Security Trustee's Rights.

When any Event of Default has occurred and is continuing
the Securlity Trustee shall have the rights, optlons, dutles and
remedies of a secured party, and the Debtor shall have the rights
and duties of a debtor, under the Uniform Commercial Code of Illi-
nols (regardless of whether such Code or law similar thereto has
been enacted in a jurisdiction wherein the rights or remedies are
asserted) and without limiting the foregoing, the Security Trustee
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may exerclise any one or more or all, and in any order, of the remediles
hereinafter set forth, it being expressly understood that no remedy
herein conferred is intended to be exclusive of any other remedy or
remedies, but each and every remedy shall be cumulative and shall

be In addition to every other remedy given herein or now or hereafter
existing at law or 1in equity or by statute:

(a) The Security Trustee may, and upon the written request
of the holders of 25% of the principal amount of the Notes then out-
standing shall, by notice in writing to the Debtor declare the entire
unpaid balance of the Notes to be immediately due and payable; and
thereupon all such unpaid balance, together with all accrued interest
thereon (but without premium), shall be and become immediately due
and payable,

(b) Subject always to the then existing rights, if any,
of the Lessee under the Lease, the Security Trustee personally or
by agents or attorneys, shall have the right (subject to compliance
with any applicable mandatory legal requirements) to take immediate
possession of the Collateral, or any portion thereof, and for that
purpose may pursue the same wherever it may be found, and may enter
any of the premises of the Debtor, with or without notlce, demand,
process of law or legal procedure, if this can be done without breach
of the peace, and search for, take possession of, remove, keep and
store the same, or use and operate or lease the same until sold.

(¢c) Subject always to the then existing rights, if any,
of the Lessee under the Lease, in the event the Security Trustee
shall demand possession of the Equipment then, without limiting the
provisions of paragraph (b) hereof, the Debtor shall forthwith de-
liver possession of the Equipment to the Security Trustee 1in good
order and repalr, ordinary wear excepted, For the purpose of deliver-
ing possession of any Equipment to the Security Trustee as above
requlred, the Debtor shall, at its own cost and expense, forthwith:

(1) Assemble and place such Equipment upon storage
tracks in the state of Illinois or Indiana (or such other
place or places as the parties hereto shall agree in writ-
ing) as the Security Trustee shall designate;

(2) Provide storage at the risk of the Debtor for
such Equipment on such tracks for a period not exceedling
180 days after written notice has been given to the
Security Trustee specifying the place of storage and
the car numbers of the Items of Equipment so stored; and

(3) Deliver any Item of Equipment at any time
within such 180 days' period to any connecting carrier
on tracks at any place within Indiana or Illinois for
shipment, all as the Security Trustee may direct.
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The assembling, delivery and storage of the Equipment as hereinabove
provided are of the essence of this Security Agreement, and upon
application to any court of equity having Jurisdiction in the premises,
the Securlty Trustee shall be entitled to a decree against the Debtor
requiring specific performance of the covenants of the Debtor so to
assemble, deliver and store the Equipment,

: (d) Subject ‘always to the then existing rights, if any,
of the Lessee under the Lease, the Security Trustee may, if at the
time such action may be lawful and always subqect to compliance with
any mandatory legal requirements, either with 'or without taking pos-
session and either before or after taking possession, and without
instituting any legal proceedings whatsoever, and having first given
notice of such sale by registered mail to the Debtor once at least '
ten days prior to the date of such sale, and any other notice which
may be required by law, sell and dispose of said Collateral, or any
part thereof, at public auction to the highest bidder, 1in one 1lot

as an entirety or in separate lots, and elther for cash or on credit
and on such terms as the Security Trustee may determine, and at any
place (whether or not it be the location of the Collateral or any
part thereof) designated in the notice above referred to. Any such
sale or sales may be adjourned from time to time by announcement at
the time and place appointed for such sale or sales, or for any such
adjourned sale or sales, without further published notice, and the
Securlty Trustee or the holder or holders of Notes, or of any in-
terest therein, may bid and become the purchaser at any such sale.

. A (e) The Security Trustee may proceed to protect and en-
force this Security Agreement and said Notes by sult or suits or
proceedings in equity, at law or in bankruptcy, and whether for the
speclfic performance of any covenant or agreement herein contained
or in execution or aid of any power herein granted; or for fore-
closure hereunder, or for the appointment of a receiver or recelvers
for the mortgaged property or any part thereof, or for the recovery
of Judgment for the Indebtedness Hereby Secured or for the enforce-
ment of any other proper, legal or equltable remedy available under
applicable law.

(f) Subject always to the then existing rights, 1f any,
of the Lessee under the Lease, the Security Trustee may proceed to
exercise all rights, privileges and remedies of the Debtor under
the Lease and may exercise all such rights and remedles either in
the name of the Security Trustee or in the name of the Debtor for
the use and benefit of the Security Trustee.

Section 5.03. Acceleration Clause.

In case of any sale of the Collateral, or of any part
thereof, pursuant to any judgment or decree of any court or other-
wise 1in connection with the enforcement of any of the terms of this
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Security Agreement, the principal of the Notes, if not previously
due, and the interest accrued thereon, shall at once become and be
immedlately due and payable; also in the case of any such sale, the
purchaser or purchasers, for the purpose of making settlement for
or payment of the purchase price, shall be entitled to turn in and
use the Notes and any claims for interest matured and unpaid
thereon, 1n order that there may be credited as pald on the pur-
chase price the sum apportionable and applicable to the Notes
including principal and interest thereof out of the net proceeds
of such sale after allowing for the proportion of the total pur-
chase price required to be pald in actual cash.

Section 5.04. Waiver by Debtor,

The Debtor covenants that it will not at any time insist
upon or plead, or in any manner whatever claim or take any benefit
or advantage of, any stay or extension law now or at any time here-
after in force, nor claim, take, nor insist upon any benefit or
advantage of or from any law now or hereafter in force providing
for the valuation or appraisement of the Collateral or any part
thereof, prior to any sale or sales thereof to be made pursuant
to any provision herein contained, or to the decree, Judgment
or order of any court of competent jurisdiction; nor, after such
Sale or sales, clalm or exercise any right under any statute now
or hereafter made or enacted by any state or otherwise to redeem
the property so sold or any part thereof, and hereby expressly
‘walves for itself and on behalf of each and every person, except
decree or judgment creditors of the Debtor acquiring any interest
in or title to the Collateral or any part thereof subsequent to
the date of thls Security Agreement, all benefit and advantage of
any such law or laws, and covenants that i1t will not invoke or
utilize any such law or laws or otherwise hinder, delay or impede
the executlon of any power herein granted and delegated to the
Securlty Trustee, but will suffer and permit the execution of
every such power as though no such power, law or laws had been
made or enacted.

Section 5,05. Effect of Sale,.

Any sale, whether under any power of sale hereby given
or by virtue of judiclal proceedings, shall operate to divest all
right, title, interest, claim and demand whatsoever, either at law
or in equity, of the Debtor in and to the property sold and shall
be a perpetual bar, both at law and in equity, against the Debtor,
1ts successors and assigns, and against any and all persons claim-
ing the property sold or any part thereof under, by or through the
Debtor, its successors or assigns (subject, however, to the then
existlng rights, if any, of the Lessee under the Lease).
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Section 5.06. Application of Sale Proceeds.

The proceeds and/or avails of any sale of the Collateral,
or any part thereof, and the proceeds and the avails of any remedy
hereunder shall be paid to and applied as follows:

(a) First, to the payment of costs and expenses of fore-
closure or suit, if any, and of such sale, and of all proper expenses,
11ability and advances, including legal expenses and attorneys' fees,
incurred or made hereunder by the Security Trustee, or the holder or
holders of the Notes and of all taxes, assessments or liens superior
to the lien of these presents, except any taxes, assessments or other
superior lien subjJect to which said sale may have been made;

(b) Second, to the payment to the holder or holders of
the Notes of the amount then owing or unpaid on the Notes for prin-
cipal and interest; and in case such proceeds shall be insufficient
to pay in full the whole amount so due, owlng or unpald upon the
Notes, then ratably according to the aggregate of such principal
and the accrued and unpaid interest with application on each Note
to be made, first, to the unpald principal thereof, and second, to
unpald interest thereon; and

(¢) Third, to the payment of the surplus, if any, to the
Debtor, 1its successors and assigns, or to whomseover may be lawfully
entitled to receive the same. '

Section 5.07, Discontinuance of Remedies.

In case the Security Trustee shall have proceeded to
enforce any right under this Securlty Agreement by foreclosure,
sale, entry or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason or shall have been deter-
mined adversely, then and in every such case the Debtor, the
Securlty Trustee and the holders of the Notes shall be restored to
thelr former positions and rights hereunder with respect to the
property subject to the security interest created under this
Security Agreement.

Section 5.08. Cumulative Remedies.

No delay or omission of the Security Trustee or of the
holder of any Note to exercise any right or power arising from
any default on the part of the Debtor, shall exhaust or impair
any such right or power or prevent its exercise during the con-
tilnuance of such default. No waiver by the Security Trustee, or
the holder of any Note, of any such default, whether such waiver
be full or partial, shall extend to or be taken to affect any sub-
sequent default, or to impair the rights resultlng therefrom except
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as may be otherwise provided herein. No remedy hereunder {s
intended to be exclusive of any other remedy but each and every
remedy shall be cumulative and in addition to any and every other
remedy glven hereunder or otherwise exlsting; nor shall the giving,
taking or enforcement of any other or additional security, colla-
teral or guaranty for the payment of the indebtedness secured under
this Security Agreement operate to prejudice, walve or affect the
securlty of this Security Agreement or any rights, powers or reme-
dies hereunder, nor shall the Securlty Trustee or holder of any of
the Notes be required to first look to, enforce or exhaust such
other or additional security, collateral or guaranties,

SECTION 6. THE SECURITY TRUSTEE.

The Security Trustee accepts the trust hereunder and
agrees to perform the same, but only upon the terms and conditions
hereof, including the following, to all of which the Debtor and
the respective holders of the Notes at any time outstanding by

thelr acceptance thereof agree:

Section 6,01, Certain Duties and Responsibilities of Security
' Trustee. . -

(a) Except during the continuance of an Event of Default:

(1) the Security Trustee undertakes to perform
such duties and only such duties as are specifically set
forth in this Security Agreement, and no implied covenants
or obligations shall be read into thls Security Agreement
against the Security Trustee; and :

(2) 1in the absence of bad faith on its part, the
Security Trustee may conclusively rely, as to the truth
of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions furnished
to the Security Trustee and conforming to the requirements
of this Security Agreement; but in the case of any such
certificates or opinions which by any provision hereof
are speclifically required to be furnlshed to the Security
Trustee, the Security Trustee shall be under a duty to
examine the same to determine whether or not they conform
to the requirements of this Security Agreement.

(b) Within 30 days after the Security Trustee has know-
ledge of the occurrence of any default hereunder, the Security
Trustee shall send notice to all holders of the Notes of such de-
fault unless the same shall have been cured or waived.
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(¢) 1In case an Event of Default has occurred and is
continuing, the Security Trustee shall exercise such of the rights
and powers vested in it by this Securlty Agreement for the benefit
of the holders of the Notes, and use the same degree of care and
8kill in their exercise, as a prudent man would exercise or uge
under the circumstances in the conduct of his own affairs,

(d) No provision of this Security Agreement shall be
construed to relieve the Security Trustee from llability for its
own negligent action, 1ts own negligent failure to act or its own
willful misconduct, except that:

(1) this subsection shall not be construed to limit
the effect of subsection (a) of this Section;

(2) the Security Trustee shall not be liable for
any error of judgment made in good failth by an officer
of the Security Trustee unless it shall be proved that
the Security Trustee was negligent in ascertaining the
pertinent facts;

(3) the Security Trustee shall not be liable to
the holder of any Note with respect to any action taken
or omitted to be taken by it in good faith in accordance
with the direction of the holders of 66-2/3% in principal
amount of the Notes outstanding relating to the time,
method and place of conducting any proceeding for any
remedy available to the Security Trustee, or exercising
any trust or power conferred upon the Security Trustee
under this Securilty Agreement; and :

: (e) No provision of this Security Agreement shall require
the Securlity Trustee to expend or risk its own funds or otherwise
incur any financlal 1iability in the performance of any of 1ts
duties hereunder, or in the exercise of any of 1ts rights or powers,
1f 1t shall have reasonable grounds for believing that repayment of
such funds or adequate indemnity against such risk or liabillity is
not reasonably assured to it.

(f) Whether or not therein expressly so provided, every
provision of this Security Agreement relating to the conduct or
affecting the 1iability of or affording protection to the Security
Trustee shall be subject to the provisions of this Section, -

Section 6,02, Rights to Compensation and Indemnification; Lien
' Therefor.

(a) The Debtor covenants to pay to the Security Trustee
such compensation for 1its services hereunder as shall be agreed to
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by the Debtor and the Security Trustee or, in the absence of such
agreement, reasonable compensation therefor (which shall not be
limlted by any provision of law in regard to the compensation of
a trustee of an express trust), and to pay, or relmburse, the
Security Trustee for all reasonable expenses incurred hereunder,
‘Including the reasonable compensation, expenses and disbursements
of such agents, representatives, experts and counsel as the
Securlty Trustee may employ in connection with the exercise and
performance of its powers and duties hereunder.

(b) The Debtor will also indemnify and save the Security
Trustee harmless against any llabilities, not arising from the
Security Trustee's own default opr negligence or bad faith, which
it may incur in the exercise and performance of its rights, powers
and trusts, duties and obligations hereunder.

(¢) As security for such compensation, expenses, dis-
bursements and indemnification, the Securlty Trustee shall have
the benefilt of the lien hereby created in priority to the indebted-
ness evldenced by the Notes i1ssued hereunder.

Section 6.03. Certain Rights of Security Trustee.

(a) The Security Trustee shall not be responsible for
any recitals herein or in the Loan Agreement or for insuring the
Equipment, or for paying or discharging any tax, assessment,
governmental charge or lien affecting the Collateral, or for the
recording, filing or refilling of this Security Agreement, or of -
any supplemental or further mortgage or trust deed, nor shall the
Security Trustee be bound to ascertain or inquire as to the per-
formance or observance of any covenants, conditions or agreements
contained herein or in the Loan Agreement, and, except in the
case of a default in the payment of the principal of, or interest
or premium, if any, on any Note or a default of which the Security
Trustee has actual knowledge, the Securlty Trustee shall be deemed
to have knowledge of any default in the performance or observance
of any such covenants, conditions or agreements only upon receipt
of written notice thereof from the Debtor or from one of the holders
of the Notes. The Security Trustee shall promptly notify all hol-
ders of Notes of any default of which the Securlity Trustee has
actual knowledge. Upon receipt by the Security Trustee of such
wrltten notice from a holder of a Note, the Security Trustee shall
promptly notify all other holders of Notes of such notice and the
default referred to thereln, by prepaid registered mail addressed
to them at their addresses set forth in the Reglster.

(b) The Security Trustee makes no representation or

warranty as to the valldity, sufflciency or enforceability of
this Security Agreement, the Notes, the Loan Agreement or any
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instrument included in the Collateral, or as to the value, title,
condition, fitness for use of, or otherwise with respect to, any
Equipment or Item of Equipment or any substitute therefor, The
Security Trustee shall not be accountable to anyone for the use or
application of any of the Notes or the proceeds thereof or for the
use or application of any property or the proceeds thereof which
shall be released from the lien and security Interest hereof in
accordance with the provisions of this Security Agreement,

(¢) The Security Trustee may rely and shall be protected
in acting or refraining from acting upon any resolution, certifi-
cate, statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, note or other paper or document
believed by 1t to be genuine and to have been signed or presented
by the proper party or parties.

(d) Any request, direction or authorization by the .
Debtor shall be sufficlently evidenced by a request, direction or
authorization 1n writing, delivered to the Security Trustee, and
Signed 1n the name of the Debtor by 1ts Chairman of the Board,
Presldent, any Vice Presldent, Treasurer or Secretary; and any
resolution of the Board of Directors of the Debtor shall be
sufficiently evidenced by a copy of such resolution certified by
its Secretary or an Assistant Secretary to have been duly adopted
and to be in full force and effect on the date of such certifica=
tion, and delivered to the Security Trustee,

: (e) Whenever in the administration of the trust herein
provided for the Security Trustee shall deem it necessary or
desirable that a matter be proved or established prior to taking,
suffering or omitting any action hereunder, such matter (unless
other evidence 1n respect thereof be herein speclfically prescribed)
may be deemed to be conclusively proved and established by a cer-
tificate purporting to be signed by the Chairman of the Board, the
President, any Vice Presldent, the Treasurer or the Secretary of

the Debtor and delivered to the Security Trustee, and such certi-
ficate shall be full warrant to the Securlty Trustee or any other
person for any action taken, suffered or omitted on the falth
thereof, but in 1ts discretion the Securlty Trustee may accept,

in lieu thereof, other evidence of such fact or matter or may
require such further or additional evidence as it may deem reason-
able, ‘

(f) The Security Trustee may consult with counsel,
appralsers, englneers, accountants and other skilled persons to
be selected by the Security Trustee, and the written advice of any
thereof within the scope of their respective areas of expertilse
shall be full and complete authorization and protection in respect
of any action taken, suffered or omitted by 1t hereunder in good
falth and in reliance thereon.
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(g) The Security Trustee shall be under no obligation
to take any action to protect, preserve or enforce any rights or
Interests in the Collateral or to take any action towards the
executlon or enforcement of the trusts hereunder or otherwlse
hereunder, whether on its own motion or on the request of any other
person, which in the opinion of the Security Trustee may involve
loss, lilability, or expense, unless the Debtor or one or more
holders of the Notes outstanding shall offer and furnish reasonable
securlty or indemnity against loss, liabllity and expense to the
Security Trustee.:

(h) The Security Trustee shall not be liable to the
holder of any Note for any action taken or omltted by it 1n good
faith and believed by 1t to be authorized or within the discretion
or rights or powers conferred upon it by this Security Agreement.

(1) The Security Trustee shall not be bound to make any
investigatlon into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice,
request, direction, consent, order, bond, note or other paper or
document, unless requested in writing to do so by the holders of
not less than a majority in principal amount of the Notes then
outstanding,

(J) The Security Trustee may execute any of the trusts
or powers hereunder or perform any duties hereunder either directly
or by or through agents or attorneys.

(k) The provisions of paragraphs (c¢) to (3), inclusive,
of this Section 6.03 shall be subject to the provisions of
Section 6.01 hereof.

Section 6,04, Showings Deemed Necessary by Security Trustee,

Notwithstanding anything elsewhere in this Security
Agreement contained, the Security Trustee shall have the right,
but shall not be required, to demand in respect of withdrawal of
any cash, the release of any property, the subjection of any
after-acquired property to the lien of this Securlty Agreement,
or any other action whatsoever within the purview hereof, any
showings, certificates, opinions, appraisals or other information
by the Security Trustee deemed necessary or appropriate in addi-
tion to the matters by the terms hereof required as a conditilon
precedent to such action.

Section 6.05. Monles Held and Paild by Security Trustee; Investments.

Any monies at any time paild to or held by the Security
Trustee hereunder until paild out by the Security Trustee as herein
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provided shall be held in trust for the purpose for which they were
received, and may be deposited by the Security Trustee under such
general conditions as may be prescribed by law in the Security Trus-
tee's general banklng department, and the Security Trustee shall be

under no liability for interest on any monies received by them
hereunder,

Section 6.06. Resignation of Security Trustee.

The Security Trustee may resign and be discharged of the
trusts hereby created by malling notlice specifying the date when
such resignation shall take effect to the Debtor and to the holders
of the Notes at thelr addresses set forth in the Reglister. Such
resignation shall take effect on the date specified in such notice
(being not less than thirty days after the mailing of such notice)
unless previously a successor security trustee shall have been
appointed as hereinafter provided, in which event such resignation
shall take effect immedlately upon the appointment of such successor.

Section 6,07. Removal of Security Trustee.

The Security Trustee may be removed by an instrument or
concurrent instruments in writing signed and acknowledged by the
holders of a majority in principal amount of the Notes and dellvered
to the Security Trustee and to the Debtor.

Section 6.08. Successor Security Trustee,

Each security trustee appointed in succession of the
Security Trustee named in this Security Agreement, or 1its successor
in the trust, shall be a trust company or banklng corporation having
an office in the City of Chicago, Illinols, in good standing
and having a capltal and surplus aggregating at least $50,000,000 1if
there be such a trust company or banking corporation qualifiled,
able and willing to accept the trust upon reasonable or customary
terms.

Section 6.09. Appointment of Successor Security Trustee,

In case at any time the Security Trustee shall resign or
be removed or become incapable of acting, a successor security
trustee may be appointed by the holders of a majority in aggregate
principal amount of the Notes at the time outstanding, by an instru-
ment or instruments in writing executed by such holders and flled
with such successor security trustee.

Until a successor security trustee shall be so appointed

by the holders of the Notes, a successor security trustee may be
appointed by the Debtor by an instrument in writing executed by
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the Debtor and delivered to the successor security trustee, or upon
application of the retlring security trustee, by any court of com-
petent Jjurisdiction. Any successor security trustee appointed pur-
suant to this paragraph shall immediately and without further act
be superseded by a successor security trustee appointed by the
holders of a majority in aggregate principal amount of the Notes
then outstanding,

Section 6.10, Merger or Consolidation of Security Trustee.

Any company into which the Security Trustee, or any
Successor to 1t in the trust created by this Security Agreement,
may be merged or converted or with which it or any successor to
i1t may be consolidated or any company resulting from any merger
or consolidation to which the Security Trustee or any successor
to it shall be a party (provided such company shall be & corpora- .
tion organized under the laws of the State of Illinois or of the
United States of America, having a capital and surplus of at least
$50,000,000), shall be the successor to the Security Trustee under
thils Security Agreement without the execution or filing of any
paper or any further act on the part of any of the parties hereto.
The Debtor covenants that in case of any such merger, consolidation
or conversion it will, upon the request of the merged, consolidated
or converted corporation, execute, acknowledge and cause to be
recorded or flled suitable instruments in writlng to confirm the
estates, rights and interests of such corporatlion as security
trustee under this Security Agreement. '

Seation 6.11. Conveyance Upon Request of Successor Security
Trustee. '

Should any deed, conveyance or instrument in writing from
the Debtor be required by any successor security trustee for more
fully and certainly vesting in and confirming to such new security
trustee such estates, rights, powers and duties, then upon request
any and all such deeds, conveyances and instruments in writing
shall be made, executed, acknowledged and dellvered, and shall be
caused to be recorded and/or filed, by the Debtor.

Section 6.12. Acceptance of Appointment by Successor.

Any new security trustee appointed pursuant to any of
the provisions hereof shall execute, acknowledge and deliver to
the Debtor an instrument accepting such appointment; and thereupon
such new security trustee, without any further act, deed or con-
veyance, shall become vested with all the estates, properties,
rights, powers and trusts of 1ts predecessor in the rights hereunder
with like effect as if originally named as security trustee herein;
but nevertheless, upon the written request of the Debtor or of the
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successor securlty trustee, the securlty trustee ceasing to act
shall execute and deliver an instrument transferring to such suc-
cessor securlty trustee, upon the trusts herein expressed, all

the estates, properties, rights, powers and trusts of the security
trustee so ceasing to act, and shall duly assign, transfer and
deliver any of the property and monies held by such security trus-~
tee to the successor security trustee so appointed in its or his

- place,

Section 6.13, Co-Trustees.

At any time, for the purpose of meeting any legal require-
ments of any Jjurisdiction in which any part of the Collateral may
at the time be located, the Debtor and the Security Trustee Jointly
shall have the power and shall execute and dellver all instruments,
to appoint one or more persons approved by the Security Trustee,
to act as co-trustee, or co-trustees, of all or any part of the
Collateral, and to vest into such person or persons, in such capa-
city, such title to the Collateral or any part thereof, and such
rights, powers, duties, trusts or obligations as the Debtor and
the Security Trustee may consider necessary or desirable. If the
Debtor shall not have joined in such appointment within 15 days
after the receipt by it of a request so to do, or in case an Event
of Default shall have occurred and be continuing, the Security
Trustee alone shall have the power to make such appointment,

SECTION 7. SUPPLEMENTAL INDENTURES;‘WAIVERS.ﬂ

Seqtion 7.01. Supplemental Indentures Without Noteholders' Consent.

The Debtor and the Security Trustee from time to time
and at any time subject to the restrictions in this Security Agree-
ment contalned, may enter into an indenture or indentures supple-
mental hereto and which thereafter shall form a part hereof for
any one or more or all of the following purposes:

(a) to add to the covenants and agreements to be observed
by, and to surrender any right or power reserved to or conferred
upon, the Debtor;

(b) to subject to the security interest of this Security
Agreement additional property hereafter acquired by the Debtor and
intended to be subjected to the security interest of this Security
Agreement, and to correct and amplify the description of any property
subject to the security interest of this Securlty Agreement;

(c) to permit the qualification of this Security Agree-

ment under the Trust Indenture Act of 1939, as amended, or any
similar Federal statute hereafter in effect, except that nothing
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herein contained shall permit or authorize the inclusion of the
provisions referred to in Section 316(a)(2) of said Trust Inden-
ture Act of 1939 or any corresponding provision in any similar
Federal statute hereafter in effect; or

(d) for any other purpose not inconsistent with the terms
of this Security Agreement, or to cure any ambiguity or cure, cor-
rect or supplement any defect or inconsistent provisions of this
Security Agreement or any supplement ;

and the Debtor covenants to perfoﬂm:all requirements of any such
supplemental indenture, No restriction or obligation imposed upon
the Debtor may, except as otherwise provided in this Securlty Agree-
ment, be walved or modified by such supplemental indentures, or '
otherwise. :

Section 7.02. Wailvers and Consents by Noteholders; Supplemental
Indentures with Noteholders' Consent.

Upon the wailver or consent of the holders of at least
66-2/3% in aggregate principal amount of the Notes (a) the Debtor
may take any action prohibited or omit the taking of any action
required, by any of the provisions of this Security Agreement or
any indenture supplemental hereto, or (b) the Debtor and the Secu-
rity Trustee may enter into an indenture or Indentures ‘supplemental
hereto for the purpose of adding, changing or eliminating any pro-
vlisions of this Security Agreement or of any indenture supplemental
hereto or modifying in any manner the rights and obligations of
the holders of the Notes and the Debtor; provided, that no such
walver or supplemental indenture shall (1) extend the time of pay-
ment (including any required prepayment) of the principal of or
the interest and premium, if any, on any Note or reduce the princi-
pal amount thereof or change the rate of interest thereon, (i1)
permit the creation of any lien or securlty interest with respect
to any of the Collateral, without the consent of the holders of all
the Notes at the time outstanding, (iii) effect the deprivation of
the holder of any Note of the benefit of the security Interest of
this Security Agreement upon all or any part of the Collateral
without the consent of such holder, (iv) reduce the aforesaid per-
centage of the aggregate principal amount of the Notes, the holders
of which are required to consent to any such waiver or supplemental
indenture pursuant to this Section, without the consent of the
holders of all of the Notes at the time outstanding, or (v) modify
the rights, duties or immunities of the Security Trustee, without
the consent of the holders of all of the Notes at the time outstanding.

Section 7.03. Notice of Supplemental Indentures,

Promptly after the execution by the Debtor and the Secu-
rity Trustee of any supplemental indenture or agreement pursuant
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to the provisions of Section 7.01 or 7,02 hereof, the Security
Trustee shall give written notice, setting forth in general terms
the substance of such supplemental indenture, together with a con-
formed copy thereof, malled, first-class, postage prepaid to each
holder of the Notes and at the address set forth in the Reglster,
Any fallure of the Security Trustee to give such notice, or any
defect therein, shall not, however, in any way impair or affect the
validity of such supplemental indenture or agreement,

SECTION 8. INTERPRETATION OF THIS AGREEMENT.

Section 8.01. Terms Defined.

As used 1in this Security Agreement, the following terms
have the following respective meanings: .

(a) The term "Affiliate" shall mean a Person (1) which
directly or indirectly through one or more intermedlaries controls,
or 1s controlled by, or is under common control with, the Company,
(2) which beneficlally owns or holds 5% or more of any class of the
Voting Stock of the Company or (3) 5% or more of the Voting Stock
(or 1in the case of a Person which 1s not a corporation, 5% or
more of the equilty interest) of which is beneficially owned or
held by the Company or a Subsidiary. The term "control" means
the possession, directly or Indirectly, of the power to direct
or cause the direction of the management and policles of a Person,
whether through the ownership of voting securities, by contract
or otherwise,

(b) The term "Casualty Occurrence" shall have the meéning
specified in Section 11.2 of the lLease.

(¢) The term "Casualty Value" shall have the meaning
gpecified 1in Section 11.6 of the Lease.

(d) The term "Collateral" is defined in the Granting
Clauses hereof. :

(e) The term "Default" shall mean any event which would
constitute an Event of Default if any requirement 1n connection
therewlth for the giving of notice, or the lapse of time, or the
happening of any further condition, event or action has been satisfied.

(f) The term "Equipment" or "Items of Equipment" shall
mean the rallroad rolling stock described in Schedule A hereto,
together with any accessories, equipment, parts and appurtenances,
whether now owned or hereafter acquired. "Item" or "Item of Equip-
ment" shall mean any one of said Items of Equipment.
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(g) The term "Event of Default" is defined in Section
5.01 hereof,

(h) The term "Fixed Rental" shall have the meaning
specified in Section 2.1 of the Lease.

(1) The term "Indebtedness Hereby Secured" shall mean
the Notes and all principal thereof and interest (and premium, if
any) thereon and all additional amounts and other sums at any time
due and owing from or required to be paid by the Debtor under the
terms of the Notes, this Securlty Agreement or the Loan Agreement,

(J) The term "Lease" shall mean the Equipment Lease
dated as of June 1, 1977 between the Debtor, as lessor, and Northern
Indiana Public Service Company, an Indiana corporation, as lessee,
substantlally in the form attached hereto as Exhibit 2, :

(k) The term "Lender" shall mean New England Mutual Life
Insurance Company, as the lender under the Loan Agreement,

(1) The term "Lessor's Cost" with respect to any Item of
Equipment shall mean the Lessor's Cost per Item of Equipment speci-
fied on Schedule A to the Lease.

(m) The term "Lessee" shall mean Northern Indiana Public
Service Company, an Indiana corporation, and its successors and
assigns, : , -

(n) The term "Lien" shall mean any interest in Property
securing an obligation owed to, or a claim by, a Person other than
the owner of the Property, whether such interest 1is based on the
common law, statute or contract, and including but not limited to
the security interest lien arising from a mortgage, security agree-
ment, encumbrance, pledge, conditional sale or trust recelpt or a
lease, consignment or bailment for security purposes, The term
"Lien" shall include reservations, exceptlons, encroachments, ease-
ments, rights-of-way, covenants, conditions, restrictions, leases
and other title exceptlions and encumbrances affecting Property.

For the purposes of this Agreement, a Person shall be deemed to be
the owner of any Property which it has acqulred or holds subject
to a conditional sale agreement or other arrangement pursuant to
whleh title to the Property has been retained by or vested in some
other person for security purposes,

(o) The term "Loan Agreement" shall mean the Loan Agree-
ment dated as of June 1, 1977, as amended from time to time, between
the Debtor and New England Mutual Life Insurance Company,

(p) The terms "Loan Value" and "Original Loan Value" of
an Item of Equipment are defined in paragraph (c¢) of Sectlon ¥.02
hereof. :
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(q¢) The terms "Noteholder" and "Holder" shall mean the
registered owner of a Note,

(r) The term "Payment Date" is defined in Section 1.01

hereof,

(s) The term "Permitted Encumbrances" shall mean, with
respect to any Item of Equipment, but only to the extent applicable
to such Item, (1) the right, title and iInterest of the Lessee under
the Lease, (11) any liens thereon for taxes, assessments, levies,
fees and other .governmental and similar charges not due and payable
where the amount or validity of which is belng contested in good
falth by appropriate legal proceedings and the non-payment thereof
does not adversely affect the right, title and interest of the
Security Trustee and (1ii) the right, title and interest of the
Security Trustee under this Security Agreement.

(t) The term "Person" shall mean an individual, partner-
ship, corporation, trust or unincorporated organization, and a
government or agency or political subdivision thereof,

(u) The term "Property" shall mean any interest in any
kind of property or asset, whether real, personal or mixed, or
tangible or. intangible,

(v) The term "Rentals" shall mean, for any Item of
Equlpment, the Fixed Rentals and Supplemental Rentals payable for
such Item pursuant to the Lease, and for all Items of Equipment
all such Fixed Rentals and Supplemental Rentals payable for the
Equipment.

(w) The terms "Security" or "Securilties" shall have the
same meaning as in Section 2(1) of the Securities Act of 1933, as
amended, . |

» (x) The term "Subsidiary" of a corporation shall mean
any other corporation of which such corporation owns more than
50% of the Voting Stock.

(y) The term "Supplemental Rentals" shall mean all
amounts, llabilities and obligations which the Lessee assumes or
agrees to pay under the Lease including without limitation insur-
ance payments, if any, and payments of Casualty Value, but exclud-
ing Fixed Rentals.

(z) The term "Voting Stock" shall mean securities of
any class or classes of a corporation the holders of which are
ordinarily, in the absence of contingencies, entitled to elect a
majority of the corporate directors (or Persons performing similar
functions), '
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Section 8.02. Accounting Principles,

Where the character or amount of any asset or liability
or item of income or expense 1s required to be determined or any
consolldation or other accounting computation is required to be
made for the purposes of this Security Agreement, this shall be
done in accordance with generally accepted accounting principles
at the time in effect, to the extent applicable, except where such
principles are inconsistent with the requirements of this Agreement.

Section 8.03. Directly or Indire¢t1y.

Where any provision of this Security Agreement refers
to action to be taken by any Person or which such Person is pro-
hibited from taking, such provisions shall be applicable whether
such action 1s taken directly or indirectly by such Person.

Section 8.04. Governing Law.

This Security.Agreemént énd the Notes shall be governed
by and construed in accordance with Illinols law.

SECTION 9 . MISCELLANEOUS.

Section 9.01. Successors and Assigns.

Whenever any of the parties hereto 1s referred to such
reference shall be deemed to include the successors and assigns
of such party; and all the covenants, premises and agreements in
this Securlty Agreement contalned by or on behalf of the Debtor
or by or on behalf of the Security Trustee, shall bind and inure
to the beneflt of the respective successors and assigns of such
parties whether so expressed or not.

Section 9.02, Partial Invalidity.

The unenforceabllity or invalidity of any provision or
provisions of this Securlty Agreement shall not render any other
provlslon or provisions herein contalned unenforceable or invalid.

Sectioni 9.03. Communications.

All communicatlons provided for herein shall be in writ-
ing and shall be deemed to have been given (unless otherwilse
required by the specific provisions hereof in respect of any
matter) when delivered personally or when deposited 1n the United
States mall, certified mall, postage prepald, addressed as follows:
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If to the Debtor: No. 4 Rail Car Leasing Company
P,0. Box 218
Chicago Heights, Illinois. 60411
~Attn: Vice President - Finance

If to the Security Continental Illinois National Bank
Trustee: and Trust Company of Chicago,
as Trustee
231 South LaSalle Street
Chicago, Illinois 60693
Attn: Corporate Trust Department

or to the Debtor or the Security Trustee at such other address as

the Debtor or the Security Trustee may designate by notice duly given
In accordance with this Section to the other partiles. Communications
to the holder of a Note shall be deemed to have been given (unless
otherwise provided for by the specific provisions hereof in respect
of any matter) when delivered personally or when deposited in the
United States mall, certified mail, postage prepaid, addressed to
such holder at 1its address set forth in the Register,

Section 9.04, Release,

The Security Trustee shall release this Security Agree-~
ment and the security interest granted hereby by proper instrument
or Instruments upon presentation of satlsfactory evidence that all
Indebtedness Hereby Secured has been fully paild or discharged. When
to the knowledge of the Security Trustee the Indebtedness Hereby
Secured shall have been paild in full, it shall advise the Lessee
that the assignment of the Lease as security hereunder 1s of no
further force and effect,. .

Section 9.05. Counterparts.

Thls Security Agreement may be executed, acknowledged
and delivered 1n any number of counterparts, each of such counter-
parts constituting an original but all together only one Security
Agreement. -

Section 09.06. Headings and Table of Contents.

Any headings or captions preceding the text of the
several sections hereof and the Table of Contents are intended
solely for convenience of reference and shall not.constitute a
part of this Securlty Agreement nor shall they affect its meaning,
construction or effect.
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Section 9.07. Effective Date,

This Security Agreement 1s dated as of the date designated
in the 1nitial paragraph hereof for convenience of identification
and has been executed by the Debtor on the date shown in the acknow-
ledgement attached hereto, but is delivered by the Debtor to the
Security Trustee and becomes effective on the date of issuance of
the Notes to the Lender, : 3 :

IN WITNESS WHEREOF, the [Debtor has caused this Security
Agreement to be executed and the Security Trustee, in evidence of
its acceptance of the trusts hereby created, has caused this Secu-
rity Agreement to be executed on its behalf by one of its trust
officers and its corporate seal to be hereunto affixed, and. said
seal and this Security Agreement to be attested by one of 1its
Asslistant Secretaries, all as of the day and year first above written,

O NO. 4 RAIL CAR LEASING COMPANY
R T T |
4 CORPORATE SEAL] By 4 ,
2 T oo N # . Its Vice President
_ A DEBTOR
Xl CONTINENTAL ILLINOIS NATIONAL BANK
NP et " AND TRUST COMPANY OF CHICAGO,
N TorE as Trustee
?E’,C/QRPORAT"E S Aisff? By MJ\D Z\
o T IS Its Vice Prestdent 49
ATTEST: = 5 |

SECURITY TRUSTEE
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S

STATE OF ILLINOIS )
COUNTY OF COOK )

appeared
to me personally s
they are, respectively, Vice President ahB Secretary

of NO, 4 RAIﬂ CAR LEASING COMPANY, that one of the seals affixed

to the foregoing instrument is the corporate seal of said
corporation, that sald instrument was signed and sealed on

behalf of sald corporation by authority of its Board of Directors;
and they acknowledged that the executio of the foregoing instrument
was the free act and deed of said corpor tion,

%_ My\ﬁqzmission Expires: 3;%?0'
STATE OF ILLINOIS )
) SS
COUNTY OF COOK )
On- this ZZ’//%%%GOZ§£ZZ%;L——’ 1977, before me personally
appeared _ DONALD W and _~ J.C. MULL, JR. >
to me personally known, who being by me duly sworn, say that
they are, respectively, Vice President and Trust Offlcer of
CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO,
as Trustee, that one of the seals affixed to the foregoling
instrument 1s the corporate seal of said corporation, that saild
instrument was signed and sealed on behalf of said corporation by
authority of its Board of Directors; and they acknowledged that the
execution of the foregoing instrument was the free act and deed of
said corporation.
?2, = /ﬁj?§§§7Public ‘
e o R. S.
. T:SE"AL’] /// S. DONOVAN
. -t
- My Con miésion Expires: April 26, 1980

N

TNTZ
z
A\j

~
o\
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DESCRIPTION OF EQUIPMENT

DESCRIPTION: ' 220 Four Thousand Cublec Foot
100-Ton Capacity Unit Train
Gondola Cars

MANUFACTURER: Thrall Car Manufacturing Company
IDENTIFICATION MARKS AND
NUMBERS (BOTH INCLUSIVE): NORX701 through NORX920, both
Inclusive
SCHEDULE A

(to Security Agreement-Trust Deed)



NO. 4 RAIL CAR LEASING COMPANY

8~1/2% SECURED NOTE

No, R~
$ - | - | , 19

FOR VALUE RECEIVED, ﬁhe undersigned, NO. 4 RAIL CAR
LEASING COMPANY, an Illinois corporation (the "Company"), promises
to pay to : o '

NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY

or registered assigns, the principal amount of

together with interest from the date hereof until maturity on the
principal balance from time to time remaining unpaid hereon at the
rate of eight and one-half per cent (8-1/2%) per annum (computed
on the basis of a 360~day year of 12 consecutive 30-day months) in
installments as follows: : '

(1) 179 equal consecutive installments, including
both principal and interest, each in the amount of
» on August 25, 1977 and on the same day of each
and every month thereafter to and including June 25,
1992; and

(11) a final installment on July 25, 1992 in an
amount equal to the entlre balance of prinecipal and in-
terest remaining unpaid as of sald date;

and to pay interest at the rate of nine and one-half per cent (9-1/2%)
per annum on any overdue 1nstallment of principal and (to the extent
legally enforceable) on any overdue installment of interest, from

and after the maturity thereof, whether by acceleration or otherwise,
untll paid.

All payments of principal of and interest on this Note
shall be made at the principal office of Continental Illinois National
Bank and Trust Company of Chicago, 231 South LaSalle Street, Chicago,
Illinois 60693, in coin or currency of the United States of America
which at the time of payment shall be legal tender for the payment of
public and private debts.,.

EXHIBIT 1
(to Security Agreement-Trust Deed)



This Note 1s one of the Secured Notes (the "Notes")
issued or to be issued pursuant to the Loan Agreement dated as of
June 1, 1977 (the "Loan Agreement"), entered into by the Company
with New England Mutual Life Insurance Company (the "Lender") and
1s equally and ratably with said other Notes secured by that certain
Security Agreement-Trust Deed dated as of June 1, 1977 (the "Secu-
rity Agreement") from the Company to Continental Illinois National
Bank and Trust Company of Chicago, as Trustee (the "Security
Trustee").

This Note and the holder hereof are entitled, equally
and ratably with the holders of all other Notes, to all of the
benefits and Ssecurity provided for by or referred to in the Loan
Agreements and the Security Agreement and all supplemental Security
Agreements executed pursuant to the Loan Agreement and the Security
Agreement, to which instruments reference 1s hereby made for a
statement thereof, ineluding a description of the collateral, the
nature and extent of the security and the rights of the Security
Trustee, the holder or holders of the Notes and the Company in
respect thereof,.

The terms and provisions of the Security Agreement and
the rights and obligations of the Company and the rights of the
holders of the Notes may be changed and modified to the extent per-
mitted by and as provided in the Security Agreement,

This Note 1s registered on the books of the Security
Trustee and 1is transferable only by surrender thereof at the prin-
cipal office of the Security Trustee duly endorsed or accompanied
by a written instrument of transfer duly executed by the reglstered
holder of this Note or his attorney duly authorized in writing.
Payment of or on account of principal, premium, if any, and inter-
est on this Note shall be made only to or upon the order in writing
of the registered holder.

Thls Note and any other Note ocutstanding under the
Security Agreement may be declared due prior to 1ts and their ex-
pressed maturity date all in the events, on the terms and in the
manner provided for in the Security. Agreement. Certain prepayments
are required to be made hereon on the terms and in the manner pro-
vided for in the Security Agreement.

NO. 4 RAIL CAR LEASING COMPANY

By

Its Vice President



This 1s one of the Notes referred to in the wilthin-~
mentioned Security Agreement,

Dated:

CONTINENTAL ILLINOIS NATIONAL
BANK AND TRUST COMPANY OF
CHICAGO, as Trustee

By

Authorized Officer

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAW OF-
ANY STATE, AND MAY BE OFFERED OR SOLD ONLY IF SO REGISTERED OR
IF AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE.



EQUIPMENT LEASE

Dated as of June 1, 1977

bepween

NO. 4 RAIL CAR LEASING COMPANY
as Lessor

and

NORTHERN INDIANA PUBLIC SERVICE COMPANY
as Lessee '

(220 Gondola Cars)

EXHIBIT 2
(to Security Agreement-Trust Deed)
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EQUIPMENT LEASE

'THIS EQUIPMENT LEASE dated as of June 1, 1977 between
NO. 4 RAIL CAR LEASING COMPANY, an Illinoils corporation (the
"Lessor") and NORTHERN INDIANA PUBLIC SERVICE COMPANY, an Indiana
corporation (the "Lessee"); ' ‘

WITNESSETH:

v wm o e e mm em w— .

That for and in conslderation of the premises and of the
rental to be pald and the covenants hereinafter mentioned the parties
hereby agree as follows:

SECTION 1. LEASE AND DELIVERY OF EQUIPMENT.

1.1. Lease. " The Lessor is purchasing from THRALL CAR
MANUFACTURING COMPANY (the "Manufacturer") the items of railroad
equipment (collectively the "Equipment" and individually an "Item"
or "Item of Equilpment") described in Schedule A attached hereto and
made a part hereof, built in accordance with the specifications (the
"Specif'ications") referred to in said Schedule A. Upon delilvery of
each Item of Equipment and the acceptance of such Item of Equipment
as provided in Section 1.2 hereof, the Lessor shall lease and let
such Item of Equipment to the Lessee and the Lessee shall hire such
Item of Equipment from the Lessor for the rental and on and subject
to the terms and conditions herein set forth.

1.2, Inspection and Acceptance, The Lessor will cause
each Item of Equipment to be tendered to the Lessee at the place of
delivery set forth in Schedule A. Upon such tender, the Lessee will
cause an inspector designated and authorized by the Lessee to in-
spect the same, and, if such Item of Equipment 1s found to conform
to the Specifications, to accept delivery of such Item of Equipment
and to execute and deliver to the Lessor a Certificate of Accept-
ance in the form attached hereto as Schedule B (the "Certificate of
Acceptance") with respect to such Item of Equipment.

1.3. Effect of Certificate of Acceptance, The Lessee's
execution and delivery To the Leéssor of a Ceértificate of Acceptance
with respect to each Item of Equipment shall conclusively estab-
lish, between Lessor and Lessee (but without prejudice to any
rights elther may have against the Manufacturer), that Lessee has




inspected the Items of Equipment covered thereby, that each such
Item of Equipment is acceptablée to and accepted by the Lessee un-
der this Lease, notwithstanding any defect with respect to design,
manufacture, condition or 1n any other respect, and that such

Item of Equipment 1s in good order and condition and conforms to .
the Specifications applicable thereto and to all applicable United
States Department of Transportation and Interstate Commerce
Commission requirements and specifications, if any, and to all

- standards recommended by the Association of American Railroads
applicable to railroad equipment of the character of the Equipment.
The execution and delivery of such Certificate of Acceptance by
the Lessee shall constitute a representation by the Lessee that it
has no knowledge of any such defect. »

SECTION 2, RENTALS AND PAYMENT'DATES.

2.1. Rentals for Equipment. The Lessee agrees to pay
the Lessor for each Item of Equipment leased hereunder one hundred
and eighty installments (180) of rental ("Fixed Rental") payable
in arrears in the amount and at the times set forth in Schedule A
hereto, The Lessee further agrees to pay the Lessor for each
Item of Equipment leased hereunder daily rentals {("Daily Interim
Rentals") in the amount set forth in Schedule A hereto for each
day of the period beginning on the date of the delivery to the
Lessor of the Certificate of Acceptance with respect to such Item
of Equlpment and ending on the Term Lease Commencement Date set
forth in Schedule A hereto, payable in arrears on said Term Lease
Commencement Date. ' ’

2.2, Place of Payment. All payments provided for in
this Lease to be made to the Lessor shall be made to the Lessor
at Post Office Box 218, Chicago Heights, Illinois 60411, or to
such other party or such other place as the Lessor or i1ts assigns
pursuant to Section 16 hereof shall specify in writing,

2,3. Net Lease, This Lease is a net lease and the

LLessee shall not be entitled to any abatement of rent or reduc-
tion thereof, including, but not limited to, abatements or reduc-
tlons due to any present or future claims of the Lessee againgt
the Lessor under this Lease or otherwise or against any assignee
of the Lessor pursuant to Section 16 hereof, nor except as other-
wise expressly provided herein, shall this Lease terminate, or
the respective obligations of the Lessor or the Lessee be other-
wise affected, by reason of any defect in or failure of title of

e N



the Lessor to the Equlpment or any defect in or damage to or loss
or destruction of all or any of the Equipment from any cause what-
soever, the taking or requisitioning of the Equipment by condemna-
tion or otherwise, the lawful prohibition of the Lessee's use of
the Equipment, the interference with such use by any governmental
body, priivate person or corporation, the invalidity or unenforcea-
bllity or lack of due authorization or other infirmity of this
Lease, omn lack of right, power or authority of the Lessor to

enter 1nto this Lease, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the
contrary notwlthstanding, it being the intention of the parties
hereto that the rents and other amounts payable by the Lessee
hereunder shall continue to be payable 1n all events unless the
obligation to pay the same shall be terminated pursuant to

Section 11 hereof, or until the Equlpment 1s surrendered pursu-
ant to Section 13 hereof,. I

SECTION 3. TERM OF THE LEASE.

The term of thils. Lease as to each Item of Equipment shall
begin on the date of the delivery to and acceptance by the Lessee
of such Item of Equlpment and, subject to the provisions of Section
11 hereof, shall terminate on the date fifteen (15) years follow-
ing the Term Lease Commencement Date provided for in Schedule A
hereto.

SECTTION 4, OWNERSHIP AND MARKING OF THE EQUIPMENT.

4.1, Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal
title to the Equipment notwithstanding the delivery thereof to
and the possession and use thereof by the Lessee.

4.2, Duty to Number and Mark Equipment. The Lessee will
cause each Item of Equipment to be kept numbered with its car num-
ber as set forth in Schedule A hereto and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked by a
plate or stencil printed in contrasting color upon each side of
each Item of Equipment in letters not less than one inch in height
as follows; :

"Leased from No, 4 Rail Car Leasing
Company, as Lessor, and subject to
a Securlty Interest recorded with
the Interstate Commerce Commission'



with appropriate changes thereof and additions thereto as from
time to time may be required by law in order to protect the title
of the Lessor to such Item of Equipment, its rights under this
Lease and the rights of any assignee under Section 16 hereof. The
Lessee will not place any such Item of Equipment in operation or
exercise any control or dominion over the same until the required
legend shall have been-so marked on both sides thereof and will
replace promptly any such names and word or words which may be re-
moved, defaced or destroyed, The Lessee will not change the car
number of any Item of Equlpment except with the consent of the
Lessor and in accordance with a statement of new car numbers to be
substituted therefor, which consent and statement previously shall
have been filed with the Lessor by the Lessee and filed, recorded
or deposited in all public offices where thils Lease shall have bee
filed, recorded or deposited, . :

4,3 Prohibition Against Certain Designations. Except
as above provided, the Lessee wlll not allow the name of any person,
associatlon or corporation to be placed on the Equipment as a desig-
nation that might be interpreted as a claim of ownership.

SECTION 5. DISCLAIMER OF WARRANTIES.

AS BETWEEN LESSOR AND LESSEE, THE LESSOR LEASES THE EQUIP-
MENT, AS~IS WITHOUT WARRANTY OR REPRESENTATION EITHER EXPRESS OR
IMPLIED, AS TO (A) THE FITNESS OR MERCHANTABILITY OF ANY ITEM OR
ITEMS OF EQUIPMENT INCLUDING WITHOUT LIMITATION THEIR VALUE, CONDITION,
DESIGN OR OPERATION, (B) THE LESSOR'S TITLE THERETO, (C) THE LESSEE'S
RIGHT TO THE QUIET ENJOYMENT THEREOF, OR (D) ANY OTHER MATTER WHAT-
SOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR
AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE. The Lessor hereby
appoints and constitutes the Lessee its agent and attorney-in-fact
during the term of thils Lease to assert and enforce, from time to
time, in the name and for the account of the Lessor and the Lessee,
as their interests may appear, but 1n all cases at the sole cost and
expense of the Lessee, whatever claims and rights the Lessor may have
as owner of the Equipment against the Manufacturer pursuant to the
Manufacturer's Warranty Agreement, a copy of which is attached hereto
as Schedule C.

SECTION 6, LESSEE'S INDEMNITY.

6.1. Scope of Indemnity. The Lessee shéll defend, indemnify
and save harmless the Lessor and its successors and assigns from and
against:

(a) any and all loss or damage of or to the Equipment,
usual wear and tear excepted, and

.



(b) any clalm, cause of actlion, damages,
liability, cost or expense (including, without
limitation, counsel fees and costs in connection
therewith) which may be incurred in any manner by
or for the account of any of them (1) relating to
the Equlpment or any part thereof, including, with-
out limitation, the design, construction, purchase,
delivery, installation, ownership, leasing or re~
turn of the Equipment or as a result of the use,
maintenance, repair, replacement, operatlon or the
condition thereof (whether defects are latent or
discoverable by the Lessor or by the Lessee),

(i1) by reason or as the result of any act or
omission of the Lessee for itself or as agent or
attorney~in-fact for the Lessor hereunder, (1ii)
as a result of claims for patent infringements,
or (1v) as a result of claims for negligence or
strict liabllity in tort.

6.2. Continuation of Indemnities and Assumptions, The
indemnities and assumptions of liability in this Section 6 con~
tained shall continue 1n full force and effect notwithstanding
the termlnation of this Lease, or the termination of the term
hereof in respect of any one or more Items of Equipment, whether
by explration of time, by operation of law or otherwise; pro-
vided, however, that such indemnities and assumptions of liability
shall not apply 1n respect of any matters referred to in sub-
section (a) or clause (1) or (ii) of subsection (b) of Section
6.1 hereof, occurring after the termination of this Lease, ex-
cept for any such matters occurring after the termination aris-
ing 1n connection with the Lessee's assembling, delivering,
or storing of the Equipment as provided in Section 13 or 15, as
the case may be, The Lessee shall be entitled to control, and
shall assume full responsiblility for, the defense of such claim
or lilability.,

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including, without limita-
tion, the rules of the United States Department of Transportation
and the Interstate Commerce Commission) and the current Interchange
Rules or supplements thereto of the Mechanical Dlvision, Associa-
tion of American Railroads as the same may be in effect from time
to time with respect to the use, maintenance and operation of
each Item of Equipment subject to thils Lease: In case any equlp-
ment or appliance should be required to be changed or replaced,
or in case any additional equipment is required to be installed
on such Item of Equipment in order to comply with such laws, regu-
lations, requirements and rules, the Lessee agrees to make such
changes, additions and replacements at its own expense.



SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the United
States of America and only in the manner for which it was design-
ed and intended and so as to subject it only to ordinary wear
and tear., The Lessee shall, at its own cost and expense, main-
taln and keep the Equipment in good order, condition and repair,
ordinary wear and tear excepted, sditable;for use in 1nterchange.
The Lessee shall not change, modify or alter any Item of Equip-
ment nor make any additions or improvements to any Item of Equip-
ment without the prior written authority and approval of the
Lessor which'shall not be unreasonably withheld; provided, that
the Lessor 1n its sole discretion may refuse to approve any
change, modification, alteration or installation in or to any
Item of Equipment (1) whilch is prohibited by any governmental law,
regulation, requirement or rule, (ii) which impairs the value of
such Item or (11i) which impairs the use of such Item in the serv-
ice for which the Item was originally designed. Any parts install-
ed or replacements made by the Lessee upon any Item of Equipment
shall be considered accesslons to such Item of Equipment and title
thereto shall be lmmediately vested in the Lessor, without cost or
expense to the Lessor, :

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and
all claims against, through or under the Lessee and its success-
ors or assigns which, 1f unpaid, might constitute or become a
llen or a charge upon the Equipment, and any liens or charges
which may be levied against or imposed upon any Item of Equip-
ment as a result of the failure of the Lessee to perform or ob-
serve any of its covenants or agreements under this Lease, but
the Lessee shall not be required to pay or discharge any such
claims so long as it shall, in good faith and by appropriate
legal proceedings contest the validity thereof in any reasonable
manner which will not affect or endanger the title and inter-
est of the Lessor to the Equipment. The Lessee's obligation
under this Section 9 shall survive the termination of this Lease.

SECTION 10. FILING, PAYMENT OF FEES AND TAXES.

10.1. Filing. The Lessor will, at its sole expnese,
cause thls Lease, and the first security agreement and/or assign-
ment, 1f any, executed by the Lessor with respect to the Equip-
ment or this Lease to be duly filed, recorded or deposited with




the Interstate Commerce Commission in accordance with Section 20c
of the Interstate Commerce Act and in such other places within or
without the United States as the Lessor or any assignee pursuant to
Section 16 hereof determines is necessary or appropriate for the
protection of 1its title or the securlty interest of the secured
party under such security agreement and/or assignment. The Lessee
will, from time to time, do and perform any other act and will
execute, acknowledge, deliver, file, register and record (and will
refile, re~register or re-record whenever required) any and all
further instruments required by law or reasonably requested by the
Lessor, for the purpose of protecting the Lessor's title to, or
such secured party's security interest 1n, the Equipment to the
satisfaction of the Lessor's or, such secured party's counsel or
for the purpose of carrylng out the intention of this Lease, and
iIn connection with any such action, will deliver to the Lessor
proof of such filings and an opinion of the Lessee's counsel that
such action has been properly taken. The Lessee will pay all
costs, charges and expenses incident to any such filing, refiling,
recording and re-recording or depositing and redepositing of any
such instruments or incident to the taking of such action, except
In the case of fillings required by the first sentence of this
Section 10,1, '

10.2, Payment of Taxes. All payments to be made by the
Lessee hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the Lessor
with respect to the amount of any local, state, federal or foreign
taxes (other than any United States federal or state income tax
[and, to the extent that the Lessor recelves credit therefor against
its United States federal income tax liability, any forelgn in-
come tax] payable by the Lessor in consequence of the recelpt of
payments provided herein and other than the aggregate of all fran-
chise taxes measured by net income based on such receipts, up to the
amount of any such taxes which would be payable to the state and
city 1n which the Lessor has its principal place of business with-
out apportionment to any other state, except any such tax which 1s
in substltution for or relleves the Lessee from the payment of taxes
whilch 1t would otherwise be obligated to pay or reimburse as hereln
provided), assessments or license fees and any charges, fines or pen-
alties 1in connection therewith (hereinafter called "Impositions")
hereafter levied or imposed upon or in connection with or measured by
this Lease or any sale, rental, use, payment, shipment, delivery or




transfer of title under the terms hereof, all of which Impositions
the Lessee assumes and agrees to pay on demand in addition to the
payments to be made by it provided for herein. The Lessee willl also
pay promptly all Impositions which may be imposed upon any Item of
Equipment or for the use or operation thereof or upon the earnings
arlsing therefrom or upon the Lessor solely by reason of its owner-
ship thereof and will keep at allétimes all and every part of such
Item of Equipment free and clear of all Impositions which might in
any way affect the title of the L?ssor or result in g lien upon any
such Item of Equipment; provided,ihowever, that the Lessee shall

be under no obligation to pay any . Impositions so long as 1t is
contesting in good faith and by appropriate legal proceedings

such Impositions and the nonpayment thereof does not, in the advance
opinion of the Lessor, adversely affect the title, property or rights
of the Lessor hereunder. If any Impositions shall have been charged
or levied agalnst the Lessor directly and paid by the Lessor, the
Lessee shall reimburse the Lessor ion presentation of invoice there-
for. Prior to making such payment, the Lessor: shall promptly notify
the Lessee of the Impositions charged or levied, and the Lessee shall.
have the opportunity to contest in good faith and by appropriate
legal proceedings such Impositions, at its sole expense.

In the event any reports with respect to Impositions are
required to be made on the basis of individual Items of Equipment,
the Lessee will either make such reports in such manner as to show
the interests of the Lessor and any assignee in such Items of Equip-
ment or notify the Lessor and such' assignee of such requirement and
make such reports in such manner as shall be satisfactory to the
Lessor and such assignee, : : .

In the event that, during the continuyance of this Lease,
any Imposition accrues or becomes payable or is levied or assessed
(or is attributable to the period of time during which this Lease
1s In existence) which the Lessee is or will be obligated to pay
or reimburse, pursuant to this Section 10.2, such liability shall
continue, notwithstanding the expiration of this Lease, until all

such Impositions are paid or reimbursed by the Lessee,
A\



SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE,

11.1. Insurance. Lessee agrees that it will at all
times during the term of this Lease and at its own cost and
expense keep each Item  of Equipment insured against loss by fire,
windstorm and explosion and with extended coverage and against
such other risks as are customarily insured against by companies
owning property of a similar character'and engaged in a business
similar to that engaged in by Lessee at not less than the full
insurable value (actual replacement value less actual physical
depreciation) thereof and in any event not less than the Casualty
Value (as defined in Section 11.6 hereof) of such Item of Equip-
ment as of the next following Fixed Rental payment date, and will
malntain general public liability insurance with respect to the
Equipment against damage because of bodily injury, including death,
or damage to property of others, such insurance to afford protection
to the 1imit of not less than $25,000,000 in the aggregate 1in
any one year., Any such 1nsurance may have applicable thereto
deductible provisions to no greater extent than in effect for
insurance coverage for equipment similar to the Equipment owned by
Lessee and may be carried under blanket policiles maintained by
Lessee so long as such policies otherwise comply with the provisions
of this Section 11.,1. All such insurance shall cover the interest
of Lessor, Lessee and any assignees, pursuant to Section 16 hereof
in the Equipment or, as the case may be, shall protect Lessor and
Lessee in respect of risks arising out of the condition, maintenance,
use, ownership or operation of the Equipment and shall provide that
losses, 1f any, 1n respect of the Equipment shall be payable to
Lessee and Lessor as their respective interests may appear; provided,
however, that upon receipt by Lessee of notice of the assignment of
this Lease and the rents and other sums payable hereunder, as pro-
vided 1n Section 16 hereof, Lessee shall cause the insurance on the
Equipment to provide that the losses, if any, shall be payable (ex-
cept as provided below) to the assignee specified in such notice
(referred to in this Section 11 as the "Secured Assignee") under a
standard mortgage loss payable clause satisfactory to Lessor and
the Secured Assignee which shall provide that the insurer thereunder
walves all rights of subrogation against Lessor, Lessee and the
Secured Assignee, that thirty days' prior written notice of cancel-
lation shall be given to the Secured Assignee and that such insurance
as to the interest of the Secured Assignee therein shall not be in-
valldated by any act or neglect of Lessor or Lessee or by any fore-
closure or other remedial proceedings or notices thereof relating
to the Equipment or any interest therein nor by any change in the
title or ownership of the Equipment or any interest therein or with




respect thereto, or by the use or operation of the Equipment for
purposes more hazardous or in a manner more hazardous than is per-
mitted by such poliecy. No such policy shall contain a provision
relieving the insurer thereunder of llabillity for any loss by
reason-of the existence of other policies of insurance covering
the Equipment against the peril involved, whether collectible or
not, The loss, if any, under any poliecy covering the Equipment
shall be adjusted with the insurance companies by Lessee, subject
to the approval of Lessor and the Secured Assignee i1f the loss
exceeds $75,000, The loss so adJusted shall be paid to the Secured
Assignee, if any, pursuant to said loss payable clause unless said
loss 1s $75,000 or less, in which case said loss shall be paild
directly to Lessee. All such policies shall provide that the loss,
1f any, thereunder shall be adJusted and paid as provided in this
Lease. Lessee shall furnish Lessor and the Secured Assignee, if
any, with certificates or other satisfactory evidence of mainten-
ance of the insurance required hereunder and with respect to any
renewal prior to the expiration date of the original policy or
policies. All insurance provided for in this Section 11.1 shall

be effected with insurance companles approved by Lessor and the
Secured Assignee, which approval shall not be unreasonably wilthheld.

The proceeds of any insurance received by Lessor or
the Secured Assignee on account of or for any loss or casualty in
respect of any Item of Equipment shall be released to Lessee either
(1) upon a written application signed by the President, any Vice
President or the Treasurer of Lessee for the payment of, or to
reimburse Lessee for the payment of, the cost of repairing, restoring
or replacing the Item of Equipment which has been lost, damaged or
destroyed (which application shall be accompanied by satisfactory
evidence of such cost and of the completion of such repair, restora-
tion or replacement), or (1i) if this Lease is terminated with
respect to such Item of Equipment pursuant to Section 11.4 promptly
upon payment by Lessee of the Casualty Value to such Secured
Asslgnee; provided that, 1f Lessee is at the time of the applica-
tion in default in the payment of any other 1liability of Lessee to
Lessor hereunder, such proceeds shall be applied against such
liability.
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11.2, Duty of Lessee to Notify Lessor. In the event
that any Item of Equipment shall be or become lost, stolen,
destroyed, or, in the opinion of the Lessee (as evidenced by a
certificate from Lessee's officer charged with such matters and
such other evidence as Lessor may reasonably require for verifica-
tion), 1rreparably damaged during the term of this Lease, includ-
ing any renewal term hereunder, or thereafter while the Item of
Equipment 1s in the possession of the Lessee pursuant to Section
13 or 15 hereof, or shall be requisitioned or taken over by any
governmental authority under the power of eminent domain or other-
wWlse during the term of this Lease, including any renewal terms
hereunder (any such occurrence, except for any requisition which
by its terms 1s for a stated period which does not exceed the
term of this Lease, being herelnafter called a "Casualty
Occurrence"), the Lessee shall promptly and fully (after it has
knowledge of such Casualty Occurrence) inform the Lessor and the
Secured Assignee 1n regard thereto and shall pay the Casualty
Value (as defined in Section 11,6 hereof) of such Item in accord-
ance with the terms hereof.

11.3. Payment for Casualty Loss, In the event of a
Casualty Occurrence with respect to any ltem of Equipment, the
Lessee shall pay to the Lessor (1) a sum equal to the Casualty
Value of such Item of Equipment as of the date of such payment,
(11) the Fixed Rental installment due on such payment date for
such Item of Equipment, (iii) interest, if any, due on late pay-
ments of rent with respect to such Item of Equipment to the date
of payment and (iv) all other unpaid amounts due hereunder solely
with respect to such Item of Equipment. The payments required
to be made by the Lessee pursuant to this Section 11.3 shall be
made to the Lessor on the next succeeding Fixed Rental payment
date unless such Casualty Occurrence occurs less than 15 days prior
to the next succeeding Fixed Rental payment date, in which case
such payments shall be made on either the next succeeding Fixed
Rental payment date or the second succeeding Fixed Rental payment
date after such Casualty Occurrence.

‘ 11.4. Rent Termination. Upon (and not until) payment
of the Casualty Value in respect of any Item or Items of Equipment,
the obligation to pay rent for such Item or Items of Equipment
accruing subsequent to the Casualty Value payment date shall
terminate, but the Lessee shall continue to pay rent for all other
Items of Equipment,

11.5. Disposition of Equipment. The Lessee shall, as
agent for the Lessor, dispose of such Item or Items of Equipment
having suffered a Casualty Occurrence as soon as it is able to
do so for the fair market value thereof. Any such disposition
shall be on an "as-is, where-is" basis without representation or
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warranty, express or implied. As to each separate Item of Equip-~-
ment so disposed of the Lessee may retain all amounts arising from
such disposition plus any insurance proceeds and damages received
by the Lessee by reason of such Casualty Occurrence up to the Casu-
alty Value attributable thereto and shall remit the excess, 1if any,
to the Lessor. In disposing of such Item of Equipment, the Lessee
shall take such action as the Lessor shall reasonably request to
terminate any contingent 11ability which the Lessor might have
arising after such disposition from or connected with such Item

of Equipment. : '

11,6. Casualty Value. The "Casualty Value" of each Item
of Equipment shall be an amount determined as of the date the Casu-
- alty Value 18 paid as provided in this Section 11 (and not the date
of the Casualty Occurrence) equal to that percentage (set forth in
the Schedule of Casualty Value attached hereto as Schedule D oppo~
site such date of payment) of the Lessor's Cost (as set forth in
Schedule A hereto) of such Item of Equipment.

11.7. Risk of Loss. The Lessee shall bear the risk of
loss and, except as hereinabove in this Section 11 provided, shall
not be released from 1ts obligations hereunder in the event of
any Casualty Occurrence to any Item of Equipment from and after
the date hereof and continuing until payment of the Casualty Value
and Fixed Rental installment due on and prior to the date of pay-
ment of such Casualty Value in respect of such Item of Equipment
has been made, such Item or the salvage thereof has been disposed
of by the Lessee and the title to such Item or the salvage thereof
and all risk of loss and liabllities incident to ownership have
been transferred to ‘the purchaser of such Item or the salvage
thereof. :

11.8, Eminent Domain. In the event that during the
term of thils Lease the use of any Item of Equipment is requisi-
tioned or taken by any governmental authority under the power of
eminent domain or otherwise for an lndefinite period or for a
stated period whlch does not exceed the term of this Lease, the
Lessee's obligation to pay rent shall continue for the duration
of such requisitioning or taking. The Lessee shall be entitled
to recelve and retain for 1ts own account all sums payable for
any such perlod by such governmental authority as compensation
for requlsition or taking of possession to an amount equal to
the rent paid or payable hereunder for such period, and the
balance, if any, shall be payable to and retained by the Lessor
as its sole property.
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SECTION 12, REPORTS,

12.1. Financial Reports. Lessee will furnish to Lessor
and any assignee of the Lessor pursuant to Section 16 hereof (and,
with respect to (1) below, to the Securities Valuation Office of
the National Associlation of Insurance Commissioners, 67 Wall
Street, New York, New York 10005) or to such other person as
Lessor shall designate: '

(1) as soon as available, but in no event more than
ninety days after the close of each fiscal year of Lessee
commencing with the year 1977, Lessee's complete annual
financial report for the preceding fiscal year, all in
reasonable detall, prepared and certified by independent
certified public accountants of recognized national stand-
ing selected by Lessee;

(11) = as soon as available, but in no event more than
forty-five (45) days after the close of each quarterly
period for each fiscal year (other than the last quarterly
period for such fiscal year) of the Léssee the balance
sheet of the Lessee as at the end of such perlod and an
Income and retained earnings statement of the Lessee for
the portion of such fiscal year ending with such period; and

(111) such other reports and information as Léssor may
reasonably require concerning the Equipment or the finan-
clal condition of Lessee, including, but not limited to,
the status of the maintenance, use and condition of the
Equipment and the compliance by Lessee with the terms and
conditions of this Lease, '

12.2. Duty of Lessee to Furnish. On or before January 31
in each year throughout the term of this Lease, commencing with the
year 1978, the Lessee will furnish to the Lessor and any assignee
of the Lessor pursuant to Section 16 hereof an accurate statement, as
of the preceding December 31 signed by a duly authorized officer of
the Lessee (a) showing the amount, description and numbers of the Items
of Equipment then leased hereunder, the amount, description. and numbers
of all Items of Equipment that may have suffered a Casualty Occurrence
during the preceding 12 months (or since the date of this Lease, in
the case of the first such statement), and such other Information re-
garding the condition or repair of the Equipment as the Lessor may
reasonably request, (b) stating that, in the case of all Equipment
repainted during the period covered by such statement, the markings
required by Section 4,2 hereof shall have been preserved or replaced
and (c) stating that all Equipment is on the date of such certificate
in operation and is in all respects maintained in accordance wlith the
terms of sald Lease, except for such Items of Equipment as are specif-
lcally excluded from such statement in said certificate.
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12:3. Lessor's Inspection Rights. The Lessor and any
assignee of the Lessor pursuant to Section 16 hereof each shall
have the right, at its sole cost and expense, by its authorized
representative, to inspect the Equipment and the Lessee's records
with respect thereto, at such times as shall be reasonably necess-
ary to confirm to the Lessor or, as the case may be, such assignee,
the existence and proper maintenance thereof during the continuance
of this Lease. Lessee shall, whenever requested by the Lessor or
any such assignee, promptly advise Lessor or such assignee of the
exact location of the Equipment insofar as may be practicable,

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Lease with re-
spect to any Item of Equipment, the Lessee will, at its own cost
and expense, at the request of the Lessor, deliver possession of
such Item of Equipment to the Lessor upon such storage tracks as
the Lessor may designate in the state of Indiana or Illinois, or
in the absence of such designation, as the Lessee may select hav-~
~ing glven 30 days' prior written notice to the Lessor or the
Lessee willl immediately upon the expiration of the term of the
lease deliver each Item of Equipment to a connecting carrier for
shipment, all as directed by the Lessor upon not less than 10
days' wrltten notice to the Lessee. The assembling and dellvery
of each such Item is to be at the risk and expense of the Les-
see, The assembling and delivery of the Equipment as herein-
before provided are of the essence of this Lease, and upon appli-
cation to any court of equity having jurisdiction in the premises
the Lessor shall be entitled to a decree against the Lessee re-
quirling specific performance of the covenants of the Lessee to
SO assemble and deliver the Equipment.

SECTION 14, DEFAULT.

14,1, Events of Default. Any of the following events
shall constitute an Event of Default hereunder:

(a) The Lessee shall fail to make when due - payment
of any part of the rental or other sums provided in Sec~
tion 2 or 11 hereof and the failure to make any such payment
shall continue for more than five days [provided, however,
that the Lessee shall be entitled to an additional five-day
grace period with respect to any two Fixed Rental payments
which become due during any "lease year" (which shall mean,
for the purposes hereof, the 12-month period commencing with
the Term Lease Commencement Date set forth in Schedule A
hereto and each of the succeeding 12-month periods thereafter
during the term of this lease)]; or
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(b) The Lessee shall make or permit any unauthor-
1zed assignment or transfer of this Lease, or of posses-
sion of the Equipment, or any portion thereof; or

(c) The Lessee shall fall to observe or perform
any other of the covenants, conditions and agreements
on the part of the Lessee contained herein and such
fallure shall continue for thirty days after written

notice thereof has been given by the Lessor to the
Legsee; or .

(d) Any representation or warranty made by the
Lessee herein or in any statement or certificate
furnished to the Lessor or its assigns pursuant to
or in connection with this Lease is untrue in any
material respect as of the date of 1ssuance or making
thereof; or

(e) Default or the happening of any event shall
occur under any evidence of indebtedness of the Lessee
for borrowed money or under any indenture, agreement
or similar instrument under which indebtedness of the
Lessee for borrowed money may be issued and such de-
fault shall continue, in the case of any such indebted-
ness, beyond the period of grace, if any, allowed with
respect thereto or, in the case of any such indenture,
agreement or similar instrument, for a period of time
sufficient to permit the acceleration of any indebted-
ness of the Lessee outstanding thereunder; or

(f) The Lessee shall become insolvent or bank-
rupt or admit in writing its inability to pay its
debts as they mature or shall make an assignment for
the benefit of its creditors; or

(g) Bankruptcy, reorganization, arrangement or
insolvency proceedings or other proceedings for
rellef under any bankruptcy or similar law or laws
for the relief of debtors shall be instituted by or
agalnst Lessee; or Lessee shall permit or there shall
occur any involuntary transfer of its interest here-
under or of all or substantially all of Lessee's
property by bankruptcy or by the appointment of a
receiver or trustee or by execution or by any Judic-
1al or administrative decree or process or otherwise;
unless 1n every such case such proceedings (if insti-
tuted against the Lessee) shall be dismissed or such
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assignment, transfer, decree or process shall within
60 days from the flling or other effective date
therein be nullified, stayed or otherwise rendered
ineffective, or unless any such receiver or trustee
shall within 60 days from the date of his appoint-
‘ment adopt and assume this Lease pursuant to due
authority of law and of the court appointing him,

14.2. Remedies. If-any.Event of Default has occurred
and 1s continuing, the Lessor, at its option, may: '

(a) Proceed by appropriate court action or
actions, either at law or in equity, to enforce
performance by the Lessee of the applicable’
covenants of thls Lease or to recover damages
for the breach thereof; or

(b) By notice in writing to the Lessee,
terminate this Lease, whereupon all right of the
Lessee to the use of the Equipment shall absolutely
cease and terminate as though this Lease had never
been made, but the Lessee shall remain liable as
hereinafter provided; and thereupon, the Lessor may.
by 1ts agents enter upon the premises of the
Lessee or other premises where any of the Equipment
may be located and take possession of all or any
of such Equipment and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or
its successors or assigns, to use the Equipment for
any purpose whatever, but the Lessor, shall, neverthe-
less, have a right to recover from the Lessee any and
all amounts which may have accrued to the date of such
termination (computing the rental for any number of
days less than a full rental period by multiplying the
rental for such full rental period by a fraction of
which the numerator 1s such number of days and the
denominator is the total number of days in such full
rental period) and also to recover forthwith from the
Lessee (1) as damages for loss of the bargain and not
as a penalty, a sum, with respect to each Item of
Equlpment, which represents the excess of the present
worth, at the time of such termination, of all rentals
for such Item which would otherwise have accrued
hereunder from the date of such termination to the end
of the term of this Lease over the then present worth
of the then fair rental value of such Item for such
period computed by discounting from the end of such
term to the date of such termination rentals which the
Lessor reasonably estimates to be obtainable for the
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use of such Item during such period, such present worth
to be computed in each case on a basis of a 5-3/4% per
annum discount, compounded monthly from the re-

spective dates upon which rentals would have been pay-
abie hereunder had this Lease not been terminated, and
(i1) any damages and expenses, other than for a fallure
to pay rental, in addition thereto, including reasonable
attorneys' fees, which the Lessor shall have sustained
by reason of the breach of any covenant or covenants

of this Lease other than for the payment of rental.

14.3. Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive,
but shall be cumulative and shall be in addition to all other
remedies in 1ts favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or here-
after in effect, which might 1imit or modify any of the remedies
hereln provlded, to the extent that such waiver is permitted by
law. The Lessee hereby walves any and all existing or future
claims of any right to assert any offset against the rent pay-
ments due hereunder, and agrees to make the rent payments re-
“gardless of any offset or claim which may be asserted by the
Lessee on 1its behalf in connection with the lease of the
Equipment, ‘

14.4, Lessor's Fallure to Exercise Rights. The
fallure of the Lessor to exercise the rights granted 1t hereunder
upon any occurrence of any of the contingencies set forth herein
shall not constitute a walver of any such right upon the continu-
ation or recurrence of any such contingencies or similar
contingencles. '

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1. Lessee's Duty to Return. If the Lessor or any
assignee of the Lessor pursuant to Section 16 hereof shall termin-
ate this Lease pursuant to Section 14 hereof, the Lessee shall
forthwlth deliver possession of the Equipment to the Lessor. For
the purpose of delivering possession of any Item of Equipment to
the Lessor as above required, the Lessee shall at its own cost,
expense and risk (except as hereinafter stated):

(a) Forthwith assemble and place such Equip-
ment on such storage tracks in the states of
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Indiana or Illinois as the Lessor may designate or, in
the absence of such deslgnation within a reasonable
time, as the Lessee may select;

~ (b) Provide storage for such FEquipment on such
tracks for a period not exceeding 180 days after
written notice has been given to the Lessor specify-
ing the place of storage and the car numbers of the
Items of Equlipment so stored; and

(c) Delilver any Items of Equipment at any time
within such 180 days' period, to any connecting carrier
on tracks at any place within Indiana or Illinois for
shipment, all as the Lessor may direct in writing,

- 15.2. Specific Performance. The assembling, delivery,
storage of the Equipment as hereinbefore provided are of the
essence of this Lease, and upon application to any court of equity
having Jjurlsdlction in the premises, the Lessor shall be entitled
to a decree against the Lessee requiring specific performance of
the covenants of the Lessee so to assemble, deliver and store the
Equipment,

15.3. Lessor Appointed Lessee's Agent, Wlthout in any
way limiting the obligations of the Lessee under the foregoing
provislons of thils Sectlion 15, the Lessee hereby irrevocably
appolnts the Lessor as the agent and attorney of the Lessee, with
full power and authority, at any time while the Lessee is obligated
to dellver possession of any Items of Equipment to the Lessor, to
demand and take possession of such Item in the name and on behalf
of the Lessee from whomsoever shall be at the time in possession
of such Item, '

SECTION 16, ASSIGNMENTS BY LESSOR, -

Thls Lease and all rent and other sums due and to become
due hereunder may be assigned in whole or in part by the Lessor
without the consent of the Lessee, but the Lessee shall be under
no obligation to any assignee of the Lessor except upon written
notice of such assignment from the Lessor. Upon notice to the
Lessee of any such assignment the rent and other sums payable by
the Lessee which are the subjJect matter of the assignment shall
be pald to or upon the written order of the assignee. No such
assignee shall be bound by or obligated to perform or see to the
performance of any duty, covenant or condition or warranty
(express or implied) made by the Lessor or required to be observed
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or performed by the Lessor under any of the terms hereof, but on
the contrary, the Lessee by 1ts execution hereof, acknowledges and
agrees that notwithstanding such assignment each and all of such
covenants and agreements of the Lessor and all representations and
warranties shall survive such assignment and shall be and remain
the sole liabllity of the Lessor. Without limiting the foregoing,
the Lessee further acknowledges and agrees that (1) the rights of
any such assignee in and to the sums payable by the Lessee under
any provisions of this Lease shall not be subject to any abate-
ment whatsoever, and shall not be subject to any defense, setoff,
counterclaim or recoupment whatsoever whether by reason of fail-
ure of or defect in the Lessor's title, or any interruption from
whatsoever cause (other than from a wrongful act of such assignee)
in the use, operation or possession of the Equlpment or any part
thereof, or any damage to or loss or destruction of the Equipment
or any part thereof, or by reason of any other indebtedness or
liabillity, howsoever and whenever arising, of the Lessor to the
Lessee or to any other person, firm or corporation or to any
governmental authority or for any cause whatsoever, 1t being the
intent hereof that, except in the event of a wrongful act on the
part of such asslgnee, the Lessee shall be unconditionally and
absolutely obligated to pay such assignee all of the rents and
other sums which are the subject matter of the assignment, and
(11) the assignee shall have the sole right to exercise all rights,
privileges and remedles (elther in its own name or in the name of
the Lessor for the use and benefit of such assignee) which by the
terms of thls Lease are permitted or provided to be exercised by
the Lessor,

SECTION 17. ASSIGNMENTS BY LESSEE; USE AND POSSESSION.

17.1. Lessee's Rights to the Equipment. So long as the
Lessee shall not be in default under this Lease, the Lessee shall
be entitled to the possession and use of the Equlipment 1n accord-
ance with the terms of this Lease, but, without the prior written
consent of the Lessor, the Lessee shall not assign, transfer or
encumber its leasehold interest under this Lease in any of the
Equipment except pursuant to and in accordance with the provisions
of Section 17.2 hereof. The Lessee shall not, without the prior
written consent of the Lessor, part with the possession or control
of, or suffer or allow to pass out of its possession or control,
any of the Equipment, except to the extent permitted by the pro-
visions of Section 17.2 hereof.
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17.2. Use and Possession by Lessee. So long as the '
Lessee shall not be in default under this Lease, the Lessee shall
be entitled to and shall have the exclusive use and possession
of the Equipment. The Lessee agrees that the Equipment will be
used excluslvely within the continental United States. The Les-
see agrees that 1t will not assign this Lease or any of its rights
hereunder or sublease any Item of Equipment; provided, however,.
that nothing contained 1n this Lease shall be deemed to prevent
use of any Item of Equipment by others exclusively in the con-
tlnental United States in the usual interchange of traffic. Not~
withstanding the foregoing sentence the Lessee may sublease the
Equipment or any substantial part thereof in the event that the
use of such Equipment, in the good faith judgment of the Lessee
as determined by 1ts Board of Directors, is no longer economical,
provided that (1) no Event of Default under the Lease shall have
occurred and be continulng and no event shall have occurred and be
continuing which, with the lapse of time or the giving of notice,
or both, would constitute an Event of Default under the Lease and
(11) the sublessee shall agree in writing to comply with all the
terms and provisions of thils Lease during the period of sald sub-
lease and to use such Equipment in the same manner and for the
same purposes as the Lessee, No such permitted use or sublease
shall relieve the Lessee of any of the obligations, liabilities or
duties hereunder, which shall be and remain those of a principal
and not a surety, The Lessee may receive and retain for its own
account such compensation for the use or sublease of the Equipment
by others as the Lessee may determine,

17.3. Merger, Consolidation or Acquisition of Lessee,
Nothing in this Section 17 shall be deemed to restrict the right
of the Lessee to assign or transfer its leasehold interest under
this Lease in the Equilipment or possession of the Equipment to any
corporation (which shall have duly assumed the obligations here-
under of the Lessee by written instrument delivered to the Lessor)
into or with which the Lessee shall have become merged or con-
solidated or which shall have acquired all or substantially all of
the property of the Lessee, provided that such assignees, success-
ors or transferees will not, upon the effectiveness of such merger
or consolidation or acquislition of properties, be in default un-
der any provision of this L.ease and that such merger or consollda-
tlon or acquisition of properties shall not alter 1n any way the
Lessee's obligations to the Lessor hereunder which shall be and
remain those of a principal and not a surety.

SECTION 18. CERTIFICATE OF OFFICERS OF LESSEE AND OPINION OF
' " COUNSEL FOR LESSEE. ”

18.1. Lessee's Certificate. Concurrently with the
delivery and acceptance of the first Item of Equipment hereunder,
and upon any assignment by the Lessor to any assignee pursuant
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to Section 16 hereof, the Lessee will deliver to the Lessor and/or
any such assignee a certificate of a Vice President of the Lessee,
addressed to the Lessor and/or any such assignee in scope and sub-
stance satisfactory to such parties, to the effect that:

(a) The Lessee is a corporation legally incorporated
and validly existing, in good standing, under the laws of
the State of Indiana; :

(b) The Lessee has the corporate or other power and
authority to own its property and carry on its business
as now being conducted and is duly qualified to do busi-
ness as a foreign corporation in all states in which such
qualification is necessary to carry out the terms of the
Lease; o

(c) This Lease has beern duly authorized, executed
and delivered by the Lessee and constitutes the valid,
legal and binding agreement of the Lessee enforceable in
aqcordance with 1ts terms except as limited by bankruptecy
insolvency or simllar laws of general application affecting
the enforcement of creditors' rights generally;

. (d) No approval, consent or withholding of objection
1s required from any public regulatory body (including, with-
out limitation, the Public Service Commission of Indiana)
with respect to the entering into or performance by the Lessee
of the Léa§e; '

I

(e) The execution and delivery by the Lessee of the
Lease does not violate any provision of any law, any order
of any court or governmental agency, the Charter or By-laws
of the Lessee, or any indenture, agreement, or other instru-
ment to which the Lessee is a party or by which it, or any
of 1ts property is bound, and will not be in conflict with,
result in the breach of, or constitute (with due notice and/
or lapse of time) a default under any such indenture, agree-
ment or other instrument, or result in the creation or im-
posltion of any lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Lessee,
except as contemplated and permitted hereby;

(f) Except as heretofore disclosed in writing to Les-
sor and 1ts assignee pursuant to Section 16 of this Lease,
if any, there is no action, suit or proceeding pending nor,
toithe knowledge of such officer, 1s there any basis for, or
1s any such action, sult or proceeding threatened against or
affecting, the Lessee at law or in equity before any federal,
state or local governmental authority or agency which, if
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adversely determined, would result in any material adverse
change in the property or assets or in the condition, finan-
ctal or otherwlse, of the Lessee or would impair 1ts ability
to perform its obligations under this Lease; and

(g) As to any other matters which the Lessor shall
reasonably request, _

18.2. Opinlons of Counsel. At the commencement of the
term of this Lease and upon any assignment by the Lessor to any
assignee pursuant to Section 16 hereof, the Lessee will deliver
to the Lessor the written opinion of Messrs. Eichhorn, Morrow and
Elchhorn, counsel for the Lessee, addressed to the Lessor and/or
to any such assignee under Section 16 hereof, in scope and sub-
stance satisfactory to the Lessor, covering the matters referred
to in paragraphs (a) through (f), inclusive, of Section 18.1 and
as to any other matters. which the Lessor shall reasonably request.

SECTION 19, INTEREST ON OVERDUE RENTALS AND AMOUNTS PAID BY LESSOR,

Anything to the contrary herein contained notwithstanding,
any nonpayment of rentals due hereunder, or amounts expended by the
Lessor on behalf of the Lessee, shall result in the additional
obligation on the part of the Lessee to pay also an amount equal
to 12% per annum (or the lawful rate, whichever 1is less) on the
overdue rentals and amounts expended for the period of time during

which they are overdue or expended and not repaid,
|

SECTION 20. MISCELLANEOUS.

20,1, Limitations of Liability. It is expressly under-
stood and agreed by and between the parties hereto, anything here-
in to the contrary notwithstanding, that no 1liability or responsi-
bllity 1s assumed by nor shall at any time be asserted or enforce-
able against any incorporator or any past, present or future sub-
scriber to the capital stock of, the Lessor, on account of this
Lease or on account of any representation, covenant, undertaking
or agreement of the Lessor in this Lease contalned, either express
or implied, all such liabllity, if any, beilng expressly waived and
released by the Lessee herein and by all persons claiming by,
through or under the Lessee; excepting, however, that the Lessee
or any person clalming by, through or under it, making claim here-
under, may look to the Equipment for satisfaction of the same,.
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20.2. Notices. Any notice required or permitted to be
glven by elther party hereto to the other shall be deemed to have
been given when deposited in the United States certified mails,
first class, postage prepaid, addressed as follows:

If to the Lessor: NO, 4 RAIL CAR LEASING COMPANY
: , P.0. Box 218
P Chicago Heights, Illinois 60411
Attention: Vice President ~ Finance

If to the Lessee: NORTHERN INDIANA PUBLIC SERVICE COMPANY
5265 Hohman Avenue
Hammond, Indiana 46320
Attention: Vice President -~ Gas Operations
and Fuel Procurement

or addressed to elther party at such other address as such party
shall hereafter furnish to the other party in writing,

20,3, Right of Lessor to Perform. If the Lessee shall
fall to comply with any of its covenants herein contailned, the
Lessor may, but shall not be obligated to, make advances to perform
the same and to take all such action as in the Lessor's oplnion
may be necessary to obtain such performance. All payments so made
by the Lessor and all costs and expenses (including, without limi~
tation, reasonable attorneys' fees and expenses) lncurred in connec-
tion. therewith shall be payable by the Lessee to the Lessor upon
demand as additional rent hereunder, with interest at the rate of
12% per annum ' '

20.4. Executlon in Counterparts. This Lease, and any
lease supplemental hereto, may be executed in several counter-
parts, each of which so executed shall be deemed to be an original
and 1n each case such counterparts shall constitute but one and the
same instrument. ' '

20.5. Law Governing, This Lease shall be construed in
accordance with the laws of the State of I1linois; provided,
however, that the parties shall be entitled to all rights con-
ferred by any applicable Federal statute, rule or regulation,

20,6, Headings and Table of Contents. All Section head-
ings and the Table of Contents are inserted for convenience only
and shall not affect any construction or interpretation of this
Lease,

20.7. Severability. Any provision of this Lease which
1s prohibited or unenforceable in any jurisdiction shall be as to
such Jjurisdiction ineffective to the extent of such prohibition or
unenforceabllity without 1invalidating the remaining provisions
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hereof, and any such prohibition or unenforceability in any juris-
diction shall not invalidate or render unenforceable such provisions
in any other Jurlsdiction,

IN WITNESS WHEREOF, the partles hereto have caused this
Lease to be executed by their respective officers thereunder duly
authorlzed and the corporate seals to be hereto affixed as of the
day and year first above written. ’

NORTHERN INDIANA PUBLIC SERVICE COMPANY
[CORPORATE SEAL]

_ By '
ATTEST: Vice President Lessee

Assistant Secretary

NO. 4 RAIL CAR LEASING COMPANY

[CORPORATE SEAL]
By
ATTEST: ' . Vice President Lessor

Agsistant Secretary
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STATE OF ILLINOIS g
SS.
COUNTY OF C 0O O K )

On this day of » 1977 before me personally
appeared ' s to me personally known, who being by
me duly sworn, says that he i1s a Vice President of No. U Rall Car
Leasing Company, that one of the seals affixed to the foregoing
instrument 1s the corporate seal of said corporation, that sald
instrument was signed and sealed on .behalf of saild corporation by
authority of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed of
sald corporation, ’ ' '

Notary Public
(SEAL)

My Commission Expires:

STATE OF INDIANA )
. i ) Sss.
COUNTY OF )

On this day of » 1977 before me personally
appeared s to me personally known, who belng by me
duly sworn, says that he is a Vice President of Northern Indiana
Public Servlice Company, that one of the seals affixed to the fore-
golng Instrument 1s the corporate seal of said corporation, that
saild 1nstrument was signed and sealed on behalf of said corporation
by authority of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed of
sald corporation. '

Notary Public
(SEAL)

My Commlission Expires:
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SCHEDULE A

(Equipment Lease dated as of June 1, 1977)

DESCRIPTION OF ITEMS OF EQUIPMENT

MANUFACTURER ;

. ) )

i PLANT OF MANUFACTURER:
DESCRIPTION OF EQUIPMENT:

SPECIFICATIONS;

CAR NUMBERS:

LESSOR'S COST PER ITEM OF
EQUIPMENT:

DELIVER TO:

PLACE OF DELIVERY:
ESTIMATED DELIVERY DATES:
OUTSIDE DELIVERY DATE:

FIXED RENTAL PAYMENTS:

DATLY INTERIM RENTALS:

Thrall Car Manufacturing Company
Chicago Heights, Illinois

220 Four Thousand Cubic Foot
100-Ton Capacity Unit Train:
Gondola Cars

GN-100~46~136 Revision D

NORX701 through NORX920, both
inclusive

$30,500

Northern Indiana Public Service
Company

Gary, Indiana
July 18, 1977
July 25, 1977

$233.00'per month -~ per Item of
Equipment

$7.66 per day ~ per Item of Equipment

TERM LEASE COMMENCEMENT DATE: July 25, 1977

FIXED RENTAL PAYMENTS: One hundred and eighty installments
of Fixed Rental 1n arrears commenc~
ing on August 25, 1977 and continuing
on the same day of each and every
month thereafter to and including
July 25, 1992



SCHEDULE B
(Equipment Lease dated as of June 1, 1977)

CERTIFICATE OF ACCEPTANCE

TO: No. 4 Rail Car Leasing Company ("Vendee")

Thrall Car Manufacturing Company ("Manufacturer")

I, a duly appointed inspector and authorized repre-
sentative of NORTHERN INDIANA PUBLIC SERVICE COMPANY ("Lessee")
and of the above named Vendee, do hereby certify that I have
inspected, received, approved and accepted delivery on behalf
of the Lessee and under the Equipment Lease dated as of June 1,
1977 between the Vendee and the Lesssee, and on behalf of the
Vendee under the purchase order between the Manufacturer and
the Vendee, of the following Items of Equipment ("Equipment") :

TYPE OF EQUIPMENT: Four thousand cubic foot 100-ton capacity
Unit Train Gondola Cars

MANUFACTURER;: Thrall Car Manufacturing Company
PLACE ACCEPTED:

DATE ACCEPTED:

NUMBER OF ITEMS:

CAR NUMBERS:

I do further certify that the foregoing Equipment is
in good order and condition and conforms to the Specifications
applicable thereto, and at the time of delivery to the Lessee
there was plainly, distinctly, permanently and conspicuously
marked in contrasting colors upon each side of each Item of
Equipment the following legend in letters not less than one inch
in height:

"Leased from No, 4 Rail Car Leasing Company, as
Lessor, and subject to a security interest recorded
with the Interstate Commerce Commission."



The execution of this Certificate will in no way
relieve or decrease the responsibility of the Manufacturer

of the Equipment for warranties it has made with respect to
the Equipment, -

Inspector and Authorized Repre-
sentative of Lessee and Vendee



i SCHEDULE C
(Equipment Lease Dated as of June 1, 1977)

WARRANTY AGREEMENT

THIS AGREEMENT dated as of June 1; 1977, between NOQ,
4, RAIL CAR LEASING COMPANY, an Illinois corporaﬁion ("Vendee"),
and TﬁRALL CAR MANUFACTURING COMPAﬁf, a Delawére corporation,
("Vendor"); - ‘ | |
WHEREAS, the Ven?ee has agreed to pu#chase 220 units
of railroad equipmeﬁt described as 4,000 cubic féot 100~ton capa~
city unit train Gondola Cars built in accordance;with specifica~
tions GN~1004&6—136 Revision D and conform to all applicabie United
States Department of Transportation and Interstate Commerce Commis-
slon requirements énd speclfications; and
WHEREAS, the Vendee and Vendor desire to establish all
warranties of every kindéand nature, both expresé and implled within
the confines of this docﬁment;
| NOW, THEREFORE, 1in consideration of the premises, the
Vendor and the Vendee agree‘that the warranty from the Vendor to
the Vendee relating to the above described units of rallroad equip-
ment is as follows:
THE VENDOR GUARANTEES TO BUILD THE ABOVE DESCRIBED
UNITS OF RAILROAD EQUIPMENT IN ACCORDANCE WITH THE SPECI~-
FICATIONS ABOVE NAMED AND (EXCEPT AS TO ITEMS SPECIFIED
BY VENDEE AND NOT MANUFACTURED BY VENDOR) THAT THOSE UNITS

OF RATLROAD EQUIPMENT WILL BE FREE FROM DEFECT IN MATERTAL
AND WORKMANSHIP UNDER NORMAL USE AND SERVICE. :



ATTEST: By:

SCHEDULE C
(Equipment Lease Dated as of June 1, 1977)

VENDOR'S OBLIGATIONS UNDER THIS WARRANTY SHALL BE

LIMITED TO MAKING GOOD AT ITS PLANTS ANY PART OR PARTS
OF ANY UNITS OF RAILROAD EQUIPMENT WHICH SHALL WITHIN
ONE YEAR AFTER DELIVERY OF ANY SUCH UNITS OF RAILROAD
EQUIPMENT BE RETURNED TO THE VENDOR WITH TRANSPORTATION
CHARGES PREPAID, AND WHICH THE VENDOR'S EXAMINATION SHALL
DISCLOSE TO ITS SATISFACTION TO HAVE BEEN THUS DEFECTIVE.

 THIS WARRANTY IS EXPRESSLY IN LIEU OF ALL OTHER
WARRANTIES EXPRESSED OR IMPLIED, AND OF ALL OTHER OBLIGA-
TIONS OR LIABILITIES ON THE PART OF THE VENDOR.

The parties hereto agree that the above specified
warranty may be asserted and enforced, from time to time, by
NORTHERN INDIANA PUBLIC SERVICE COMPANY against the Vendor
pursuant to an equipment lease relating to subject units of
rallroad equipment wherein the Vendee is Lessor and NORTHERN
INDIANA PUBLIC SERVICE COMPANY is Lessee.

IN WITNESS WHEREOF, the parties hereto have affixed

theilr hands and seals on the date first above written,

THRALL CAR MANUFACTﬁRING COMPANY, a
Delaware corporation

Vice~President

Assistant Secretary
(CORPORATE SEAL)

NO. 4 RAIL CAR LEASING COMPANY, an
Illinois corporation

By:

ATTEST: " Vice-President

Assistant Secretary

(CORPORATE SEAL)
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SCHEDULE D .
(Equipment Lease Dated as of June 1, 1977)

SCHEDULE OF CASUALTY VALUE

The Casualty Value of an Item of Equipment payable on any

rental payment date shall mean an amount equal to the per cent

of the Lessor's Cost (as set forth in Schedule A of this
Lease) of such Item set forth o
Date 1n the following schedule:

INTERIM RENTAL OR FIXED
RENTAL PAYMENT DATE ON
WHICH CASUALTY VALUE IS
PAID (PAYMENT IN ADDITION

TO _RENT PAYMENT)

pposite such Rental Payment

Daily In
1 -~-12 .
13 - 24
25 - 36
37 - 48
49 ~ 60
61 - 72
73 ~ 84
85 ~ 96
97 ~ 108
109 - 120
121 ~ 132
133 - 144
145 ~ 156
157 - 168
169 - 180

terim Rental

PERCENTAGE OF

LESSOR'S COST (AS

SET FORTH ON SCHED-

ULE A OF THIS LEASE)
PAYABLE AS CASUALTY VALUE

100%
100%
100%
95%
90%
85%
80%
75%
70%
65%
55%
50%
hog
30%
20%
20%

e



